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THE  RHODESIAN  SANCTIONS  BILL 


WEDNESDAY,    FEBRUARY    26,    1975 

House  of  IlErKESEXTATivES, 
Committee  on  Foreign  Atfairs, 
Subcommittee  ox  Ixterxatioxal  Orgaxizatioxs, 

Washington^  D.G. 

The  subcommittee  met  at  2 :35  p.m.  in  room  21T2,  Rayburn  House 
Office  Building,  Hon.  Dante  B,  Fasceil  ])residini2'. 

Mr.  Fascele.  The  subcommittee  vrill  come  to  order,  please. 

Today  the  Subcommittee  on  International  Organizations  meets  to 
consider  H.R.  1287  and  eight  identical  bills  ^Yhich  ^vould  amend  the 
Ihiited  Nations  Participation  Act  so  as  to  halt  the  importation  of 
chrome  and  other  minerals  from  Southern  Rhodesia  and  restore  the 
United  States  to  full  compliance  with  U.N.  sanctions  against  Southern 
Rhodesia.  Tlie  measure  is  cosponsored  by  110  members  of  the  House. 

During  the  93d  Congress,  an  identical  bill,  S.  1868,  v\-as  reported 
favorably  by  tlie  Committee  on  Foreign  Affairs  and  granted  a  rule 
by  the  Committee  on  Rules  but  was  not  brought  to  a  vote  on  the  House 
floor. 

Since  1972  the  United  States  has  been  violating  the  U.X.  economic 
sanctions  against  Southern  Rhodesia  by  allowing  the  importation  of 
Rhodesian  chrome  and  ferrochrome.  Violation  was  facilitated  by  the 
adoption  of  an  amendment  to  the  Defense  Procurement  Act  of  1971 
which  provided  that  no  commodity  from  a  non-Communist  country 
could  be  barred  from  importation  v.hose  importation  vras  not  barred 
from  a  Communist  country.  Prior  to  that  time  the  United  States  had 
fully  complied  with  the  U.N.  sanctions  against  the  minority  white 
regime  of  Ian  Smith  since  their  original  imposition  in  1966.  JPassage 
of  H.R.  1287  would,  in  effect,  repeal  the  1971  amendment  to  the 
Defense  Procurement  Act  in  the  case  of  Southern  Rhodesia. 

Our  witnesses  today  are  Mr.  Julius  Katz,  Deputy  Assistant 
Secretary  of  State  for  Economic  and  Business  Affairs;  Mr.  James 
Blake,  Acting  Assistant  Secretary  of  State  for  African  Affairs ;  ^Mr.  E. 
F.  Andrews,  vice  president  for  materials  and  services,  Allegheny  Lud- 
lum  Industries;  the  Rev.  Canaan  Banana,  representative  of  the 
African  National  Council  of  Zimil^abwe  to  North  America  and  the 
United  Nations;  and  Mr.  John  Sheehan,  legislative  director,  United 
Steelworkers  of  America. 
Jslv.  Secretary,  we  would  be  pleased  to  hear  from  you  to  start  with. 
You  may  proceed  as  you  wish.  If  you  have  a  prepared  statement,  we 
can  put  it  all  in  the  record  at  this  point  and  you  can  summarize 
extemporaneously  if  you  like. 
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Mr.  Katz.  Mr.  Chairman.  I  would  like  to  ask  Mr.  Blake  to  precede 
mc.  I  thinl:  liis  statement  will  put  our  position  in  perspectiA'e  and  then 
my  statement  deals  with  economic  impact.  I  think  he  should  proceed 
first. 

Mr.  Fasceli..  Fine.  Thank  vou. 

Mr.  Blake. 

STATEMENT  OF  JAMES  J.  BLAEE,  DEPUTY  ASSISTANT 
SECEETAEY  OF  STATE  FOE  AFEICAN  AEFAIES 

Mv.  Bl-\ke.  Mr.  Chairman  and  members  of  tlie  committee,  I  arn  very 
pleased  to  have  this  opportunity  to  appear  before  the  subcommittee  to 
discuss  H.R.  1287,  a  bill  to  amend  the  United  Nations  Participation 
Act  of  194:5  to  halt  the  importation  of  Rhodesian  chrome.  As  you 
know,  the  Byrd  amendment  has  long  been  a  matter  of  concern  to  the 
United  States  in  the  conduct  of  its  foreign  relations,  in  Africa,  at  the 
United  Nations,  and  in  other  international  forums,  and  in  the  overall 
context  of  our  record  in  observing  international  commitments. 

At  this  time,  retention  of  the  amendment  damages  our  country's 
efforts  to  keep  pace  with  fundamental  changes,  in  Africa  and  the 
world.  Failure  to  keep  pace  with  these  changes  would  not  only  invite 
potentially  longstanding  difficulties  for  the  United  States,  but  also 
would  be  inconsistent  with  a  fundamental  principle  that  we  have  long 
respected  and  observed — the  right  of  all  peoples  to  self-determination. 

In  1974.  the  wave  of  independence  in  Africa  began  to  move  again. 
In  April.  Portugal,  weary  of  war  and  nev.dy  mindful  of  the  A^alue  of 
freedom,  made  the  decision  to  grant  independence  to  its  African 
colonial  territories.  The  woi'ld  welcomed  the  independence  of  Guinea- 
Bissau  in  September.  Negotiations  have  since  led  to  the  setting  of  dates 
for  the  independence  of  jNlozambique,  in  June  and  Angola,  in  Novem- 
ber of  this  year.  The  United  States  has  welcomed  these  developments 
and  is  seeking  means  of  cooperation  with  the  new  governments  of  these 
territories. 

In  Rhodesia,  a  minority  consisting  of  4  percent  of  the  population 
decided  in  1965  that  it  had  the  right  to  the  vast  preponderance  of  the 
country's  political  power  and  economic  resources,  on  the  basis  of  race, 
with  little  or  no  regard  for  the  rights  and  aspirations  of  the  remain- 
ing 96  percent  of  the  population.  Since  then  Ian  Smith's  regime  has 
persisted  in  its  spurious,  unrecognized,  so-called  independence.  Today, 
hoAvever.  there  are  signs  that  the  ability  of  that  regime  to  maintain 
itself  has  been  seriously  weakened  as  a  result  of  changes  in  the  area. 

Mozambique,  astraddle  Rhodesia's  links  to  the  sea,  will  achieve 
independence  in  a  few  months'  time  imder  a  government  led  bv  Fre- 
limo.  a  successful  African  liberation  n.iovement  allied  for  years  with 
black  Rhodesian  liberation  movements. 

The  leaders  of  v/hite  Rhodesia's  principal,  all  important,  and  only 
remaining  political  rlly,  the  Republic  of  Soiith  Africa,  are  leading  tlie 
way  in  urging  the  Smith  regime  in  Rhodesia  to  reach  an  acceptable 
settlement  with  the  maiority  of  the  Rliodesian  i^eople. 

The  African  opposition  to  minority  rule,  divided  among  themselves 
for  more  than  10  years,  on  December  8  annomiced  their  unification  un- 
der the  banner  of  a  single  organization,  inside  and  outside  of  Rhodesia, 
the  African  National  Council  (ANC). 
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Interested  and  concerned  nations  on  the  borders  of  Rhodesia,  as  well 
as  the  British,  whose  sovereignty  over  Southern  Rhodesia  the  United 
States  has  never  ceased  to  recognize,  have  taken  steps  to  encourage  and 
facilitate  a  settlement,  a  peaceful  accommodation  for  the  sharing  of 
power  between  blacks  and  whites  in  tJie  country. 

People  of  reason,  even  within  the  white  Rhodesian  establishment, 
have  begun  to  perceive  that  a  course  set  to  try  to  preserve  white  rule 
forever  in  Rhodesia  is  unrealistic  and  can  onl}'  result  in  violent  trag- 
edy. White  immigration  and  emigration  figures  continue  to  reflect  that 
perception. 

There  are  also  clear  indications  that  the  Smith  regime  itself  is  begin- 
ning to  realize  that  the  time  for  negotiations  is  at  hand.  Although 
white  ofScials,  including  Ian  Smith  hiraself,  continue  to  talk  about  not 
deviating  from  "our  standards  of  civilization"— white  Rhodesian 
sliorthand  for  white  rule — it  is  nonetheless  clear  that  considerable 
efl'orts  are  underway  within  and  M'ithout  Rhodesia  to  convene  a 
constitutional  conference  in  the  near  future. 

Our  policy  has  in  general  kept  pace  witli  events  in  southern  Africa. 
"We  welcome  tlie  coming  independence  of  Z\Iozambique  and  Angola 
and  are  keeping  in  close  touch  Avith  the  leaders  of  those  countries.  We 
have  continued,  in  consultation  with  other  interested  nations,  to  en- 
courage efforts  to  bring  nbout  a  negotiated,  peaceful  settlement  in 
Rhodesia,  providing  for  majority  rule  and  acceptable  to  the  United 
Kingdom  and  to  the  rest  of  the  international  community. 

Consistent  with  that  policy,  the  United  States  supported  the  unan- 
imous 196S  U.X.  Security  Council  vote  establishing  economic  sanctions 
against  Rhodesia  aiid  subsequently  issued  Executive  orders  implement- 
ing those  sanctions,  which  we  enforce. 

The  sole  exception  to  that  policy,  totally  inconsistent  with  it,  is  the 
Byrd  amendment,  permitting  the  importation  of  Rhodesian  chrome 
and  otlier  minerals  in  violntion  of  sanctions.  Secretary  Kissinger  has 
declared  that  he  is  personally  convinced  that  the  Byrd  amendment  is 
"not  essential  to  our  national  security,  brings  us  no  real  economic  ad- 
A'antages.  and  is  costly  to  tiie  national  interest  of  the  United  States  in 
our  conduct  of  foreign  relations.''  A  few  days  after  assuming  the 
Presidency,  President  Ford,  through  his  press  spokesman,  stated  his 
full  commitment  to  repeal  of  the  B3^rd  amendment. 

African  and  other  nations  perceive  the  Byrd  amendment  as  clear 
and  unequivocal  U.S.  support  for  a  sinking,  oppressive,  racist  minority 
regime.  Support  for  the  white  Rhodesian  regime  is  inconsistent  with 
the  historic  American  belief  in  the  right  of  peaceful  self-determina- 
tion, a  constant  element  in  our  policy  throughout  the  long  period  of 
decolonization  not  only  in  Africa  but  also  in  the  rest  of  the  world. 
By  retaining  legislation  sharply  at  variance  with  an  international  com- 
mitment that  we  made  to  other  nations  we  undercut  our  credibility  in 
advocating  peaceful,  negotiated  solutions  to  other  international 
problems. 

The  appearance  of  support  for  Ian  Smith's  regime  is  also  unrealis- 
tic in  terms  of  long-term  American  interests  in  Africa.  The  liberation 
of  southern  Africa  remains  a  principal  foreign  policy  objective  of 
African  nations,  in  bilateral  relations  and  in  international  forums.  A 
country's  position  on  southern  African  issues  is  coming  to  be  the  litmus 
test  for  African  nations  in  determining  the  degree  of  their  cooperation 


in  international  forums ;  it  may  come  to  be  an  element  in  determining- 
trade  relations. 

In  that  context,  a  little  more  Ehodesian  chrome  now  does  not  equal 
in  ^ahie  other  African  resources  that  we  might  have  to  forego  at  some 
future  time  if  we  do  not  pursue  a  policy  that  keeps  pace  with  change. 
In  the  same  sense,  repeal  of  the  Byrd  amendment  now  may  be  vital 
in  assuring  long-range  access  to  Rhodesian  chrome  for  American 
companies. 

Mr.  Chairman,  committee  members,  finally,  I  want  to  comment  on 
the  timeliness  of  H.R.  1287,  introduced  on  the  first  day  of  the  94th 
Congress,  Some  have  argued  that  passage  of  a  repeal  bill  at  a  time 
when  negotiations  in  Ehodesia  may  be  imminent  is  either  unnecessary 
or  unwise  interference  in  progress  toward  a  settlement.  I  believe  the 
contrary  to  be  the  case. 

The  coming  montlis,  pei'haps  many  months,  of  negotiations  will  be 
a  time  when  Ehodesians  of  all  colors  will  be  called  upon  to  make  con- 
cessions, to  yield  ground  in  an  effort  to  reach  a  settlement  acceptable  to 
all  jDarticipants.  A  normal  trading  relationship  with  the  rest  of  the 
world  has  always  been  a  primary  objective  of  Ehodesia.  Economic 
sanctions  have  denied  Ehodesia  that  relationship.  In  doing  so.  they 
have  given  Ehodesians  a  sti'ong  incentive  to  arrive  at  a  settlement. 

For  the  United  States  to  fail  to  pass  the  repeal  bill  at  this  time  would 
be  to  reinforce  the  Smith  regime  in  its  recalcitrance.  Eetention  of  the 
amendment  would  encourage  the  minority  Ehodesian  regime  to  trv  to 
hold  on  to  an  unjust,  unrealistic,  and  increasingly^  dangerous  way  of 
life.  By  repealing  the  amendment,  the  Congress  would  tell  the  minor- 
ity regime  that  the  American  people  do  not  support  them  in  their 
intransigence  and  that  we  believe  that  the  time  for  them  to  share  power 
in  their  country  with  the  majority  of  the  population  is  long  overdue. 

Such  a  message  from  tlie  Congress  of  the  United  States,  speaking 
for  the.  American  people,  would  serve  the  U.S.  national  interest  in  our 
relations  with  Africa.  It  would  also  serve  the  cause  of  peace  in  south- 
ern Africa.  I  therefore  strongly  urge  passage  of  IT.E.  12ST. 

Thank  3'ou. 

[The  prepared  sta.tement  of  Mr.  Blake  follows :] 

Pkepaked  Statement  of  James  .T.  Blake.  Deputy  A.ssistant  Secretary 
OF  State  for  African  Affairs 

Mr.  Chairman  and  Members  of  the  Committee,  I  am  very  pleased  to  have  this 
opportunity  to  appear  before  the  Subcommittee  to  discuss  H.R.  1287,  a  bill  to 
amend  the  United  Nations  Participation  Act  of  1945  to  halt  the  importation  of 
Rhodesiau  chrome.  As  you  know,  the  Byrd  ximendment  has  long  been  a  matter 
of  concern  to  the  United  States  in  the  conduct  of  its  foreign  relations,  in  Africa, 
at  the  United  Nations  and  in  other  international  forums,  and  in  the  overall 
context  of  our  record  in  observing  international  commitments.  At  this  time,  reten- 
tion of  the  Amendment  damages  our  country's  efforts  to  keep  pace  with  funda- 
mental changes,  in  Africa  and  the  world.  Failure  to  keep  pace  with  these  changes 
would  not  only  invite  potentiall.y  longstanding  difficulties  for  tlie  United  States, 
but  also  would  be  inconsistent  with  a  fundamental  principle  that  we  have  long 
respected  and  observed — the  right  of  all  peoples  to  self-determination. 

In  1974,  the  wave  of  independence  in  Africa  began  to  move  again.  In  April 
Portugal,  weary  of  war  and  newly  mindful  of  the  value  of  freedom,  made  the 
decision  to  grant  independence  to  its  African  colonial  territories.  The  world 
welcomed  the  independence  of  Guinea-Bissau  in  September.  Negotiations  have 
since  led  to  the  setting  of  dates  for  the  independence  of  Mozambique,  in  June, 
and  Angola,  in  November  of  this  year.  The  United  States  has  welcomed  these 


developments  and  is  seeking  means  of  cooperation  with  the  new  governments  of 
these  territories. 

In  Rhodesia,  a  minority  consisting  of  four  percent  of  the  population  decided  in 
1965  that  it  had  the  right  to  the  vast  preponderance  of  the  country's  political 
power  and  economic  resources,  on  the  basis  of  race,  with  little  or  no  regard  for 
The  rights  and  aspirations  of  the  remaining  ninety-six  percent  of  the  population. 
Since  then  Ian  Smith's  regime  has  persisted  in  its  spurious,  unrecognized,  so- 
called  "independence."  Today,  however,  there  are  signs  that  the  ability  of  that 
regime  to  maintain  itself  has  been  seriously  weakened  as  a  result  of  changes  in 
the  area. 

Mozambique,  astraddle  Rhodesia's  links  to  the  sea,  will  achieve  independence 
in  a  few  months'  time  under  a  government  led  by  FRELIMO,  a  successful  African 
liberation  movement  allied  for  years  with  black  Ilhodesian  lil)eration  movements. 

The  leaders  of  white  Rhodesia's  principal,  all-important,  and  only  remaining 
political  ally,  the  Republic  of  South  Africa,  are  leading  the  way  in  urging  the 
Smith  regime  in  Rhodesia  to  reach  an  acceptable  settlement  with  the  majority 
of  the  Rhodesian  people. 

The  African  opposition  to  minority  rule,  divided  among  themselves  for  more 
than  ten  years,  on  December  8  announced  their  unification  under  the  banner  of 
a  single  organization,  inside  and  outside  of  Rhodesia,  the  Africa  National  Coun- 
cil (ANC). 

Interested  and  concerned  nations  on  the  borders  of  Rhodesia,  as  well  as  the 
British,  whose  sovereignty  over  Southern  Rhodesia  the  United  States  has  never 
ceased  to  recognize,  have  taken  steps  to  encourage  and  facilitate  a  settlement, 
a  peaceful  accommodation  for  the  sharing  of  power  between  blacks  and  whites 
in  the  country. 

People  of  reason,  even  within  the  white  Rhodesian  establishment,  have  begun 
to  perceive  that  a  course  set  to  try  to  preserve  white  rule  forever  in  Rhodesia  is 
unrealistic  and  can  only  result  in  violent  tragedy.  (White  immigration  and 
emigration  figures  continue  to  reflect  that  perception.) 

There  are  also  clear  indications  that  the  Smith  regime  itself  is  beginning  to 
realize  that  the  time  for  negotiations  is  at  hand.  Although  white  officials,  in- 
cluding Ian  Smith  himself,  continue  to  talk  about  not  deviating  from  "our 
standards  of  civilization"  (white  Rhodesian  shorthand  for  white  rule),  it  is 
nonetheless  clear  that  considerable  efforts  are  under  way  within  and  without 
Rhodesia  to  convene  a  constitutional  conference  in  the  near  future. 

Our  policy  has  in  general  kept  pace  with  events  in  southern  Africa.  We  wel- 
come the  coming  independence  of  ;Mozambique  and  Angola  and  are  keeping  in 
close  touch  with  the  leaders  of  those  countries.  We  have  continued,  in  consulta- 
tion with  other  interested  nations,  to  encourage  efforts  to  bring  about  a  nego- 
tiated, peaceful  settlement  in  Rhodesia,  providing  for  majority  rule  and  accept- 
able to  the  United  Kingdom  and  to  the  rest  of  the  international  community. 

Consistent  with  that  policy,  the  United  States  supported  the  unanimous  1968 
United  Nations  Security  Council  vote  establishing  economic  sanctions  against 
Rhodesia  and  subsequently  issued  Executive  Orders  implementing  those  sanc- 
tions, which  we  enforce. 

The  sole  exception  to  that  policy,  totally  inconsistent  with  it,  is  the  Byrd 
Amendment,  permitting  the  importation  of  Rhodesian  chrome  and  other  min- 
erals in  violation  of  sanctions.  Secretary  Kissinger  has  declared  that  he  is  per- 
sonally convinced  that  the  Byrd  Amendment  is  "not  essential  to  our  national 
security,  brings  us  no  real  economic  advantages,  and  is  costly  to  the  national 
interest  of  the  United  States  in  our  conduct  of  foreign  relations."  A  few  days 
after  assuming  the  Presidency,  President  Ford,  through  his  press  spokesman, 
stated  his  full  commitment  to  repeal  of  the  Byrd  Amendment. 

African  and  other  nations  perceive  the  Byrd  Amendment  as  clear  and  unequiv- 
ocal U.S.  support  for  a  sinking,  oppressive,  racist  minority  regime.  Support  for 
the  white  Rhodesian  regime  is  inconsistent  with  the  historic  American  belief  in 
the  right  of  peaceful  self-determination,  a  constant  element  in  our  policy  through- 
out the  long  period  of  decolonization  not  only  in  Africa  but  also  in  the  rest  of 
the  world.  By  retaining  legislation  sharply  at  variance  with  an  international 
commitment  that  we  made  to  other  nations  we  undercut  our  credibility  in  advo- 
cating peaceful,  negotiated  solutions  to  other  international  proI)lems. 

The  appearance  of  support  for  Ian  Smith's  regime  is  also  unrealistic  in  terms 
of  long-term  American  interests  in  Africa.  The  liberation  of  southern  Africa  re- 
mains a  principal  foreign  policy  objective  of  African  nations,  in  bilateral  rela- 


G 

tions  and  in  iuternatioual  forums.  A  country's  position  on  .southern  African  issues 
is  coming  to  be  the  litmus  test  for  African  nations  in  determining  the  degree  of 
their  cooperation  in  international  forums.  It  may  come  to  be  an  element  in  deter- 
mining trade  relations.  In  that  context,  a  little  more  Rhodesian  chrome  now  does 
not  equal  in  value  other  African  resources  that  we  might  have  to  forgo  at  some 
future  time  if  we  do  not  pursue  a  policy  that  keeps  pace  with  change.  In  the 
same  sense,  repeal  of  the  Byrd  Amendment  now  may  be  vital  in  assuring  long 
range  access  to  Rhodesian  chrome  for  American  companies. 

Mr.  Chairman,  Committee  Members,  finally,  I  want  to  comment  on  the  timeli- 
ness of  H.R.  1287,  introduced  on  tlie  first  day  of  the  Ninety-fourth  Congress.  Some 
have  argued  that  passage  of  a  repeal  bill  at  a  time  when  negotiations  in  Rhodesia 
may  be  imminent  is  either  unnecessary  or  unwise  interference  in  progress  toward 
a  settlement.  1  believe  the  contrary  to  be  the  case. 

The  coming  months,  perhaps  many  months,  of  negotiations  will  Ije  a  time 
when  Rhodesians  of  all  colors  will  be  called  upon  to  make  concessions,  to  yield 
ground  in  an  effort  to  reach  a  settlement  acceptable  to  all  participants.  A  normal 
trading  relationship  with  the  rest  of  the  world  has  always  been  a  primary 
objective  of  Rhodesia.  Economic  sanctions  have  denied  Rhodesia  that  relation- 
ship. In  doing  so,  they  have  given  Rhodesians  a  strong  incentive  to  arrive  at  a 
settlement.  For  the  United  States  to  fail  to  pass  the  repeal  bill  at  this  time 
would  be  to  reinforce  the  Smith  regime  in  its  recalcitrance.  Retention  of  the 
amendment  would  encourage  the  minority  Rliodesian  regime  to  try  to  hold  on 
to  an  unjust,  unrealistic,  and  increasingly  dangerous  way  of  life.  By  repealing 
the  amendment,  the  Congress  would  tell  the  minority  regime  that  the  American 
people  do  not  support  them  in  their  intransigence  and  that  we  believe  that  the 
time  for  them  to  share  power  in  their  country  with  the  majority  of  the 
population  is  long  overdue. 

Such  a  message  from  the  Congress  of  the  United  States,  speaking  for  the 
American  people,  would  serve  the  United  States  national  interest  in  our  relations 
with  Africa.  It  would  also  serve  the  cau«e  of  peace  in  southern  Africa.  I  there- 
fore strongly  urge  passage  of  II. R.  1287.  Thank  you. 

Mr,  Fascell.  Thank  yon  very  much,  ]Mr.  Blake. 
Secretary  Katz. 

STATEMENT  OF  JULIUS  KATZ,  DEPUTY  ASSIST  A  >TT  SECRET  AEY 
POIi  ECONOMIC  AND  BUSINESS  AEPAIES,  DEPARTMENT  OP  STATE 

Mr.  Katz.  jMr.  Chairman,  in  the  interest  of  time  I  am  prepared 
to  put  my  statement  in  the  record  if  you  would  agree  with  that.  I 
would  summarize  it  very  briefly. 

Mr.  Fascell.  Without  objection,  we  Avill  put  your  full  statement 
in  the  record  folloAving  your  oral  summary. 

Mr.  Katz.  Thank  you,  Mr.  Chairman. 

My  statement  deals  with  the  economic  impact  of  H.R.  12ST  and 
discusses  the  economic  effects  of  the  BjT-d  amendment  during  the  3 
years  it  has  been  in  force. 

As  we  look  at  the  data,  what  we  find  is  that  the  objective  of  lessen- 
ing our  dependence  on  the  Soviet  Union  as  the  soin-ee  of  chromium 
ore  imports  has  not  really  materialized.  What  lias  liRppened  is  that 
we  have  increased  imports  of  ferrochrome  from  Rliodesia  but  our 
imports  of  chromite  have  not  increased  anywhere  near  the  point  of 
what  they  used  to  be  before  the  embargo.  Our  conclusions  are.  there- 
fore, that  the  amendment  has  not  stimulated  the  revival  in  imports 
from  Ehodesia  as  has  been  anticipated. 

To  the  extent  that  we  have  imported  Rhodesian  chromite.  it  has 
not  displaced  Soviet  supplies  but  shipments  from  third  countries — 
primarily  Turkey,  Iran.  South  Africa,  and  Pakistan.  The  amendment 
therefore  has  had  the  effect  of  increasing  our  dependence  on  chrome 
material  on  fe-wer  and  less  dependable  sources. 


As  we  look  at  the  likely  impact  of  tliat  reimposition  of  the  embargo, 
this  would  depend  to  some  extent  on  the  overall  market  situation  in 
a  tiglit  market.  Obviously  the  v.ithdrawal  of  Rhodesian  supplies 
would  have  some  impact  but  at  the  present  time  world  steel  demand 
has  weakened  very  considerably,  and  if  there  were  any  time  when 
the  adjustment  required  by  withdrawing  supplies  from  Ehodesia 
could  be  accommodated  this  appears  to  be  that  time. 

One  factor  that  sliould  be  considered  in  tliis  connection  is  vrhether 
we  want  to  maintain  this  dependence  on  Rliodesian  supplies  and  face 
a  possible  later  cutoff  for  one  reason  or  another  either  because  of  events 
in  Rhodesia  or  international  action  or  a  later  change  in  congressional 
policy. 

Then  finall}',  I  Avould  emphasize  the  point  that  !^Ir.  Blake  already 
made  and  that  is  Avith  respect  to  our  other  interests  in  Africa  at  large, 
the  other  materials  that  we  import  from  tliat  continent  and  the  dis- 
advantage that  our  businessmen  dealings  with  African  countries  have 
had  to  face  against  the  background  of  our  contravention  of  the  U.X. 
resolution. 

Thank  you,  Mr.  Chairman. 

]Mr.  Fascell.  Thank  you,  ^h\  Katz. 

Secretary  Blake,  you  commented  that  the  United  States  in  consulta- 
tion with  other  interested  nations  had  continued  its  efforts  to  encourage 
a  peaceful  and  negotiated  settlement  in  Rhodesia.  Would  you  elaborate 
on  that,  please,  for  the  record  and  tell  us  what  the  United  States  has 
done  ? 

]Mr.  Blake.  ]Mr.  Chairman,  I  should  say  first  that  we  have  had  no 
contacts  with  the  Rhoclesian  regime  itself.  Our  contacts  have  been  witli 
representatives  of  the  United  Kingdom,  becau.se  of  their  relationship 
to  Rhodesia,  and  with  the  various  heads  of  African  states  and  foreign 
ministers  of  African  governments  who  have  raised  the  Byrd  amend- 
ment problem  with  us.  We  have  had  distinguished  visitors  to  this 
comitry,  as  y<ui  know  in  connection  with  U.N.  meetings  in  Xew  York ; 
and  to  Washington.  Almost  ahvays,  when  such  bilateral  discussions 
have  taken  place,  the  question  of  the  Byrd  amendment  has  been  i-aised. 

In  every  case  Ave  have  tried  to  urge  the  representatives  of  the  African 
governments  to  continue  to  exercise  patience,  to  try  to  work  for  a 
negotiated  solution,  to  try  to  refrain  from  violence,  and.  to  the  extent 
that  they  have  influence  over  the  guerrilla  movements  operating 
against  Rhodesia,  to  urge  them  to  have  patience  because  Ave  do  not  he- 
lieA'e  a  A'iolent  solution  to  the  Southern  Rhodesian  problem  is  in  any- 
body's interest. 

So  during  tlie  last  scA^eral  years,  and  indeed  increasingly  noAv  Avith 
the  significant  political  changes  that  haA'e  occurred  in  southern  Africa, 
this  is  the  message  Ave  have  been  conveying  to  African  gOA-ernments 
and  to  the  British  as  Avell. 

Mr.  Fascfjx.  Thank  you,  Mr.  Blake. 

[The  prepared  statement  of  Mr.  Katz  folloAvs :] 

Prepared  Statement  of  Julius  L.  Katz,  Deputy  Assistant  Secretary  of  .S'tate 

J  OP.  EcoxoMic  axd  Business  Affairs 

Mr.  Chairman.  Thank  you  for  this  opportunity  to  appear  before  your  com- 
mittee to  discuss  H.R.  1287,  a  bill  to  halt  the  importation  of  Rhodesian  chrome. 
In  my  statement  I  propose  to  address  the  question  of  the  economic  impact  of 
H.R.  1287,  leaving  to  my  colleague  the  political  a.spects  of  the  Rhodesian  chrome 
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iSHUO.  2>ly  intention  is  to  outline  tlie  economic  effects  of  tlie  Byrcl  amendment 
(lui'ing  the  three  years  it  has  been  in  force  and  to  discuss  the  possible  economic 
impact  of  the  re-imposition  of  full  sanctions  against  Rhodesia  as  proposed  in  H.R. 
128. ■. 

I'he  Byrd  Amendment,  which  was  enacted  at  the  end  of  1971,  had  as  a  major 
objective  the  lessening  of  V.a.  dependence  on  the  Soviet  Union  as  a  source  of 
chromium  ore  imports.  During  the  period  before  1972,  the  United  States  had 
depended  on  the  Soviet  Union  for  about  one-half  of  its  metallurgical-grade  chro- 
mite.  AVe  imported  virtually  no  chrome  ore  from  Rhodesia  from  19CS  through  1971 
inclusive,  and  no  ferrochrome  before  1972.  In  1971  tlie  Soviet  Union  supplied  41 
percent  of  U.S. -metallurgical  chrome  ore  imports. 

Our  imports  of  metallurgical-grade  chromite  from  tlae  Soviet  Union  rose  one- 
third  from  1971  to  1972  and  the  Soviet  import  share  increased  to  58  percent  in 
1972  as  opposed  to  9.3  percent  for  Rhodesia.  Last  year,  estimated  chromite  im- 
ports from  the  Soviet  Union  were  only  slightly  below  the  level  of  1971,  and  the 
Soviet  import  share  was  50  percent,  up  15  percentage  points  from  1971.  Since 
1972,  our  metallurgical-grade  chromite  imports  from  Rhodesia  have  remained 
steady  at  about  10  percent  of  total  U.S.  imports  of  tliis  material. 

Meanwhile,  total  U.S.  imports  of  metallurgical-grade  chromite  have  decreased 
by  almost  30  percent.  Imports  of  Rhodesian  chromite  seem  to  have  replaced  de- 
clining purchases  from  third  countries  rather  than  displacing  imports  from  the 
Soviet  Union.  Since  1971,  metallurgical-grade  chromite  imports  from  Turkey  and 
South  Africa  liave  in  fact  fallen,  and  imports  from  Iran  and  Pakistan  Iiave 
disappeared. 

As  this  data  indicates,  Rhodesia  lias  not  returned  as  a  major  source  of  metal- 
lurgical-grade chromite  for  the  United  States  during  the  years  following  the  pas- 
sage of  the  Byrd  amendment.  The  level  of  Rhodesian  chromite  exports  to  the 
United  States  in  1974  reached  only  one-sixth  of  the  level  of  the  mid-1960's  before 
sanctions  were  imposed.  On  the  otlier  hand,  Rhodesia  has  become  a  significant 
import  factor  for  ferrochrome.  Rhodesian  exports  of  high-carbon  ferrochrome  to 
the  United  States  rose  from  zero  before  tlie  enactment  of  the  Byrd  amendment 
to  about  20  pei'cent  of  U.S.  imports  in  1974  and  about  8  percent  of  total  U.S. 
consumption.  Rhodesian  exports  of  low-carbon  ferrochrome  have  also  increased, 
although  tliey  are  considerably  lower  relative  to  total  U.S.  consumption. 

One  reason  for  tlie  failure  of  Rhodesian  exports  of  Metallurgical-grade  chro- 
mite to  take  a  larger  share  of  the  U.S.  market  can  be  found  in  the  decision  of  the 
Rhodesian  government  to  re-invest  mine  profits  in  the  construction  of  a  350,000 
ton  ferrochrome  industry,  with  the  intention  of  thereafter  exporting  processed 
ferrochrome  rather  than  chrome  ore.  Ferrochrome,  which  is  produced  by  a  num- 
ber of  companies  in  the  United  States,  is  also  listed  as  a  strategic  material  for 
purposes  of  the  U.S.  stockpiling  program  and  is  thus  eligible  for  import  from 
Rhodesia  under  the  Byrd  amendment.  When  the  Byrd  provision  lifted  sanctions 
against  strategic  materials  from  Rhodesia.  Rhodesia  concentrated  on  exporting 
ferrochrome  rather  than  chrome  ore  to  the  United  States. 

The  Soviet  Union  lias  exported  virtually  no  ferrochrome  to  the  United  States, 
either  before  or  since  the  enactment  of  the  Byrd  amendment.  The  tariff  on  Soviet 
ferrochrome  is  four  to  seven  times  the  tariff  applied  to  non-Conimunisf  eountries. 
a  situation  which — given  the  non-MFN"  status  of  the  .Soviet  Union — will  continue 
to  make  Soviet  ferrochrome  prohibitively  expensive  for  American  buyers.  The 
major  import  source  of  ferrochrome  for  the  United  States  last  year  was  South 
Africa,  Brazil,  Yugoslavia.  Japan  and  Sweden  were  also  major  suppliers. 

In  terms  of  prices,  the  data  would  appear  to  indicate  that  the  market  forces  of 
supply  and  demand  have  been  the  determining  price  factors  for  metallurgical 
chrome  ore,  rather  than  the  absence  or  presence  of  Rhodesian  ore.  The  average 
value  of  all  U.S.  metallurgical  chrome  ore  imports  in  1971  was  .$68  per  content 
ton.  Soviet  ore  which  is  generally  a  higher  grade  ore  averaged  $76.93  per  ton.  and 
Rhodesian  ore,  ,$71.14.  In  1972.  all  U.S.  metallurgical  chrome  ore  imports  aver- 
aged .*R6r,  ]>er  content  ton,  with  Soviet  ore  averaging  $73.00  and  Rhodesian  ore 
$68.  The  first  half  of  1973  saw  a  drop  in  chrome  ore  prices.  Since  that  time,  they 
have  risen  responding  to  the  very  high  demand  in  sbiinless  steel  production.  We 
understand  that  in  recent  contract  negotiations,  both  Turkish  and  Soviet  ore 
prices  have  risen  sharply  again,  although  there  appears  to  be  some  doubt  in 
the  face  of  presently  declining  demand  as  to  whether  the  prices  will  be  met. 

The  economic  effects  of  the  Byrd  amendment  thus  can  be  summarized  as  fol- 
lows;   (1)  The  amendment  has  not  stimulated  a  revival  of  Rhodesian  chromite. 


exports  in  the  quantities  required  by  the  U.S.  ferrochrome  industry;  (2)  Rhode- 
sian  chromite,  to  the  extent  that  it  has  come  into  the  United  States,  has  replaced 
ore  shipments  from  third  countries  (.i.e.,  Turkey,  Iran,  South  Africa  and  Pakis- 
tan) rather  than  the  Soviet  Union;  (3)  The  amendment  has  had  the  effect  of 
increasing  our  overall  dependence  for  chrome  materials  on  fewer,  and  less 
dependable  sources. 

It  is  thus  apparent  that  the  Byrd  amendment  has  brought  little  or  no  real 
economic  benefit  or  advantage  to  the  United  States.  Similarly  we  estimate  that 
the  economic  cost  which  might  be  attributed  to  the  re-imposition  of  a  general  em- 
bargo on  imports  from  Rhodesia  would  be  quite  small,  when  compared  with  the 
impact  of  the  macro-economic  currents  which  in  fact  determine  the  climate  and 
direction  of  the  chrome  and  ferrochrome  markets.  These  currents  have  never 
shifted  as  drastically  as  they  have  recently  with  the  decline  in  world  steel  de- 
mand and  the  sharp  rise  in  energy  costs. 

It  would  be  difficult  to  regard  Rhodesia  as  an  indispensable  supplier  of  chrome, 
under  any  circumstances,  Rhodesia  accounted  for  about  10  percent  of  U.S.  im- 
ports of  metallurgical-grade  chromite  in  19T4  and  only  5  percent  of  U.S.  imports 
of  all  grades  of  chromite.  Rhodesian  high-carbon  ferrochrome  represented  about 
20  percent  of  U.S.  imports  (8  percent  of  U.S.  consumption)  ;  low-carbon  ferro- 
chrome imports  from  Rhodesia  accounted  for  8  percent  of  total  imports  (and  2 
percent  of  U.S.  consumption).  Alternate  sources  exist  for  chrome  ore,  apart  from 
the  Soviet  Union — Turkey,  Pakistan,  the  Philippines,  Iran,  South  Africa  and  oth- 
ers are  capable  of  supplying  chrome  ores  to  the  United  States. 

In  a  tight  market  situation,  of  course,  even  a  relatively  small  volume  of  supply 
can  be  an  important  price  determinant.  A  cut-olf  of  Rhodesian  chrome  thus  could 
contribute  to  higher  prices.  How  much  higher  depends  on  two  factors:  (1)  the 
decree  to  which  Riiodesian  supplies  are  not  replaced  by  supplies  from  alternative 
sources,  and  (.2)  the  extent  to  which  higher  costs  are  passed  through  in  the  per- 
unit  costs  of  consumer  goods,  primarily  stainless  steel  products. 

It  has  been  estimated  that  a  doubling  of  the  price  of  chromite  and  ferrochrome 
would  raise  the  price  of  stainless  steei  by  6  percent  and  10  percent  respectively. 
It  is  doubtful,  however,  that  a  cutback  in  chromite  and  ferrochrome  deliveries 
from  Rhodesia,  amounting  to  about  12  percent  of  our  imported  chromium  content, 
will  translate  into  a  doubling  of  chrome  prices,  especiallj-  in  the  present  soften- 
ing economic  situation. 

There  are  substantial  quantities  of  both  chromite  and  ferrochrome  in  the  na- 
tional strategic  stockpile  which  are  excess  to  our  defense  requirements  and  which 
could  be  called  on  to  cushion  the  impact  of  full  trade  sanctions  against  Rhodesia. 
It  is  doubtful  v.'hether  such  stocks  will  be  required  in  the  near  future.  But  they 
are  available  if  congress  should  choose  to  authorize  their  disposal  to  assist  U.S. 
industry  during  the  transition  period,  while  it  reestablishes  its  alternati\  e  supply 
lines. 

The  general  weakening  of  world  steel  demand  has  taken  considerable  pressure 
off  the  world  chrome  market.  A  2-5  percent  cutback  in  Japanese  stainless  steel 
production,  initiated  at  the  end  of  last  year,  will  reportedly  continue  into  the 
second  half  of  ir.75.  This  situation  has  created  an  exportable  surplus  of  Japanese 
ferrochrome  which  will  be  available  to  relieve  shortages  which  might  develop  dur- 
ing a  short  transition  period  after  fidl  trade  sanctions  are  imposed  on  Rhodesia. 
In  the  present  economic  situation,  U.S.  industry  should  thus  face  a  somewhat 
easier  task  of  adjusting  to  a  cut-off  of  Rhodesian  supplies  than  would  have 
been  the  case  a  year  ago.  At  the  same  time  I  should  note  that,  by  failing  now 
to  repeal  the  Byrd  amendment,  we  will  leave  U.S.  industry  vulnerable  to  a 
possible  later  cut-oft"  of  Rhodesian  supplies  whether  by  internal  changes  in 
Rhodesia,  international  action,  or  a  later  reversal  of  congressional  policy. 

A  final  economic  factor  should  be  noted.  That  is  the  good  will  that  we  risk 
of  the  African  states  to  the  north  of  Rhodesia  with  which  we  currently  have 
some  $5.9  billion  worth  of  trade.  Furthermore,  we  have  substantial  investments 
in  these  same  African  countries.  They  are  also  important  sources  of  supply  for 
us  for  a  whole  range  of  strategic  goods  such  as  petroleum,  uranium,  manganese, 
tin,  rubber,  tungsten,  diamonds  as  well  as  foodstuffs  such  as  coffee  and  cocoa. 
Our  open  contraventions  of  the  United  Nations  sanctions  have  placed  American 
businessmen  at  a  disadvantage  in  their  negotiations  with  African  countries  in 
such  matters  as  resource  development,  investment  and  export  opportunities. 
Thank  you,  Mr.  Chairman. 
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]\Ir.  Dcrwinski. 

Mr.  Derwinski.  Tliaiik  yon.  :Mr.  Chairman. 

Mr.  Blalve.  pardon  me  for  asking  a  personal  question,  but  are  you  a 
career  dij^lornat? 

Mr.  Blake.  I  have  been  a  Foreign  Service  officer  since  1947. 

I^Ir.  DEE^^^xsKI.  In  your  statement  I  note  that  you  conclude  by  a 
very  strong  a]^peal  for  a  message  from  Congress  to  repeal  the  Byrd 
amendment  vdiich  you  described  as  a  necessary  message  to  the  minor- 
ity regime  that  this  action  by  Congress  would  represent.  Do  I  take  it 
then  that  as  a  Foreign  Service  officer  you  approve  of  such  strong 
messages  from  Congress  such  as  the  military,  the  aid  cutoff  to  Tur- 
key that  lias  not  seemed  to  work?  To  what  degree  do  you  want  Con- 
gress to  be  delivering  these  strong  messages  throughout  the  world 
to  help  your  diplomatic  endeavors? 

Mr.  Blake.  Well.  Mr.  Congressman,  I  think  that  the  role  of  tlie 
Congress  is  very  clearly  established  in  the  Constitution  and  by  tra- 
dition with  respect  to  foreign  affairs  and  I  certainly  have  no  objection 
to  any  constitutional  role  exercised  by  the  Congress.  The  Congress 
has  been  sending  messages  not  only  with  respect  to  the  subjects  you 
mentioned  but  others  as  well  and  in  doing  so  it  has  felt  that  it  has 
been  fulfilling  its  role. 

Mr.  Derwinski.  That  question  qualifies  you  for  a  promotion. 
[Laughter.] 

jSIr.  Blake.  If  you  will  tell  my  boss  that,  Mr,  Congressman,  I  would 
appreciate  it. 

Mr.  Derwixski.  If  he  is  ever  long  enough  in  the  country  to  speak 
to  us,  I  will. 

We  are  also  expected  to  repeal  the  Byrd  amendment  to  restore  our 
conformance  Avith  the  U.N.  resolution.  Do  you  think  that  this  action 
that  you  asked  the  Congress  to  take  would  then  bring  the  light  of  day 
to  tlie  United  Nations  so  that  the  ill-timed  lobby  which  voted  in  the 
PLC  spokesman  could,  reverse  itself  in  view  of  the  enlightened  posi- 
tion that  Congress  is  asked  to  take  here? 

]\Ir.  Blake.  I  think,  sir,  I  can  only  answer  that  to  the  extent  that  the 
Byrd  amendment  remains  on  the  books.  Our  ability  to  achieve  our  ob- 
jectives in  the  United  Nations  or  in  any  other  international  forum, 
particularly  when  we  have  to  look  to  African  support,  is  substantially 
diminished  by  the  retention  of  the  Byrd  amendment.  There  is  no  ques- 
tion but  that  the  African  governments  feel  very,  very  stronsrly  on  our 
position  with  respect  to  the  Byrd  amendment  and  their  willingness  to 
listen  to  our  positions  and  sympathy  toward  them  cannot  help  but  be 
affected  by  the  extent  that  we  listen  to  them. 

]Mr.  Derwinski.  Mr.  Chairman.  I  have  one  more  question  but  may 
I  say  that  I  believe  that  those  of  us  on  the  committee  have  lived  with 
the  subject  for  so  long  that  there  is  not  any  new  information  develop- 
ing. This  hearing  is  necessary  for  the  sake  of  the  record  but  I  find  it 
very  intriguing  that  we  are  laack  to  where  we  have  been  for  years  in 
this  debate;  that  in  the  argument  that  you  so  properly  make,  Mr. 
Blake  and  Mr.  Katz,  you  both  lightly  refer  from  time  to  time  to  other 
sources  of  chrome  and  those  other  sources  always  include  South 
Africa. 

Anyone  who  is  objecting  to  the  importation  of  chrome  from  Eho- 
desia  quite  logically  should  immediately  launch  a  campaign  to  ask 
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that  vre  embargo  chrome  imports  from  South  Africa  as  well.  I  wonder 
at  Avhat  point  we  then  could  start  to  argue  against  tlie  Government  of 
Turkey  because  they  are  controlling  a  third  of  Cj'prus.  That  gets  us 
clown  \o  the  Soviet  Union  which  has  a  very  restricted  emigration 
policy. 

So'where  do  we  get  chrome  and  f errochrome  from  eventually  ?  There 
are  diplomatic  objections  at  every  supply  point. 

Mr.  Katz.  Well,  ]\Ir.  Derwinski,  I  think  the  main  point  here  is  that 
there  is  no  program  of  United  Nations  sanctions  against  South  Africa 
and  we  maintain  a  normal  trade  relationship  with  them.  I  have  testi- 
fied before  this  committee  with  respect  to  such  matters  as  the  sugar 
quotas  of  South  Africa  before  Mr.  Biggs  and  we  would  not  support 
such  measures.  There  is  no  basis  for  supporting  such  measures  at  this 
time.  In  the  case  of  Rhodesia,  it  is  quite  diiferent.  The  background  of 
the  U.X.  sanctions 

Mr.  Derwixski.  All  right,  but  with  the  log  rolling  at  the  United 
Nations  the  last  session,  which  resulted  in  the  PLO  spokesman  appear- 
ing before  the  General  Assembly,  and  included  the  expulsion  of  the 
South  African  delegates  for  that  General  Assembly  session,  it  seems 
quite  apparent  to  me  that  the  next  log  rolling  routine  might  result  in 
sanctions  against  South  Africa  at  which  point  I  i^resume  then  the  De- 
partment position  w^oulcl  be  the  same  as  that  expressed  against  Rho- 
desian  chrome. 

]Mr.  Blake.  If  I  may  speak,  Mr.  Derwinski,  just  to  the  fii'st  part  of 
that,  the  U.S.  delegation  of  course  did  not  support  the  action  that  was 
taken  against  the  delegation  of  the  Republic  of  South  Africa  in  the 
United  Nations.  That  was  our  position  and  I  certainly  am  not  in  a 
position  now  to  comment  on  or  predict  Avhat  log  rolling  or  events  are 
likely  to  occur  in  the  United  Nations  or  elsewhere  over  the  next  year. 

I  can  only  say  that  again  we  face  issues  in  southern  Africa,  not  only 
Rhodesia,  but  South  Africa  itself.  How  extensive  they  will  be,  Avhat 
impact  they  are  going  to  have  on  the  attitudes  of  other  governments,  I 
just  don't  know,  but  the  situation  is  not  static. 

^Ir.  Fascell.  ]\Ir.  Rosenthal. 

Mr.  Rosenthal.  Mr.  Blake,  are  there  any  other  areas  presently  where 
the  United  States  is  acting  in  contravention  of  U.N.  resolutions? 

Mr.  Blake.  Mr.  Rosenthal,  this  is  the  only  one  I  know  of. 

iSIr.  Rosextiial.  I  think  the  distinction  joii  might  want  to  make  in 
terms  of  encouraging  Congress  to  exercise  its  constitutional  role  is 
that,  in  this  particular  case,  Congress  is  merely  seeking  compliance 
with  a  U.N.  resolution  while  in  the  South  African  case,  regardless  of 
what  the  U.S.  position  is,  we  cannot  predict  what  the  U.N.  action  will 
be  until  they  act  and  consider  sanctions. 

I  see  this  as  a  different  situation.  "Wliile  I  share  Mr.  Derwinski's 
unhappiness  with  some  of  the  events  that  have  taken  place,  I  also 
understand  the  position  that  you  take  that  once  we  are  in  compliance 
it  might  help  our  negotiating  position  in  seeking  some  positions  that 
we  espouse  within  the  United  Nations.  In  other  words,  it  does  not  do 
us  any  good  to  be  out  of  compliance  when  we  seek  support  for  the 
measuies  that  we  are  advocating.  Is  that  a  fair  statement? 

Mr.  Blake.  This  is  very  true. 

Mr.  Rosenthal.  Let's  get  down  to  the  nuts  and  bolts  of  this  situa- 
tion. What  will  the  administration  do  in  terms  of  supporting  your 
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position  ?  Will  they  just  <xive  tacit  support?  Will  they  give  active  sup- 
port ?  What  will  they  do  ? 

Mr.  Blake.  Well,  the  President — as  I  mentioned  in  my  statement, 
Mr,  Rosenthal — indicated,  just  a  few  days  after  he  assumed  the  Pres- 
idency, his  support  for  repeal  of  the  Byrd  amendment  and  Secretary 
Kissinger  has  expressed  his  full  support  in  a  very  strong  statement. 
I  think  the  mere  fact  that  I  am  here  today  with  my  colleague  Mr. 
Katz  is  an  indication  that  the  position  adopted  by  the  President 
initially  has  not  changed. 

Mr.  Rosenthal.  How  has  the  fact  tliat  the  TTnited  States  lias  been 
out  of  compliance  Avith  this  sanctions  resolution  affected  our  rela- 
tionship with  African  States  in  the  United  Nations? 

Mr.  IBlake.  It  has  affected  our  relationshi])s  with  them.  When  we 
talk  to  them,  it  is  the  first  subject  that  they  raise  with  us — and  they 
always  raise  it,  I  might  say,  to  use  a  cliche,  more  in  sorrow  than  in 
anger.  This  is  almost  always  the  subject  they  raise  with  us  as  being 
the  source  of  deepest  concern  to  them,  not  only  because  the  Byrd 
amendment  encourages  the  Smitli  regime  but  also  because  the  United 
States,  by  its  very  power  and  promise  as  a  leader  of  the  world,  ap- 
pears to  be  departing  from  a  commitment  undertaken  years  ago. 

As  I  said,  in  bilateral  consultations  with  visiting  Africans  here, 
sometimes  with  African  ambassadors,  and  of  course  in  the  United 
Nations  where  there  are  requests  for  our  support  on  various  kinds  of 
measures  affecting  southern  Africa,  almost  always  they  want  us  to 
come  back  into  compliance  with  the  U.N.  resolution  and  we 
have  to  tell  them  that  this  is  part  of  the  law  of  the  land  now  and 
then  we  repeat  what  has  been  the  administration  policy  ^ith  respect 
to  it.  There  is  no  question  in  our  mind  that  this  gnaws  away  at  our 
relations  with  the  African  governments. 

Mr.  Rosenthal.  Are  the  Africans  united  in  this  point  of  view?  In 
other  words,  are  some  states  less  interested  in  this  issue  than  some 
of  the  East  African  States  might  be? 

Mr.  Blake.  I  would  say,  sir,  that  they  are  united  and  they  are  con- 
cerned over  the  Byrd  amendment  and  there  is  a  very  deep  concern 
over  the  continued  existence  of  the  Smith  regime.  The  level  of  con- 
cern varies.  Sometimes  it  varies  in  terms  of  geographic  proximity.  If 
a  countr}''  is  in  West  Africa,  it  ma}^  not  be  as  concerned. 

jMr.  Rosenthal.  Thank  you,  Mr.  Chairman. 

Mr.  Fascell.  Chairman  Diggs. 

Mr.  Diggs.  Thank  you,  Mr.  Chairman.  You  are  A'ery  generous.  I 
am  not  a  member  of  this  subcommittee  but  I  would  take  advantage 
of  your  generosity  by  asking  the  witnesses  for  a  comment  on  a  ma- 
neuver by  the  gentleman  from  Missouri,  Mr.  Ichord,  the  former  chair- 
man of  the  House  Internal  Security  Committee  and  a  member  of  the 
Armed  Forces  Committee,  to  try  to  establish  some  jurisdiction  over 
this  matter  for  Armed  Services  or  to  have  the  bill  completel}^  shifted 
to  that  committee.  This  is  similar  to  the  maneuver  that  Senator  Byrd 
engaged  in  regarding  the  Senate  Foreign  Relations  Committee  in  the 
original  instance. 

I  would  like  you  to  comment  on  whether  the  Department  feels  there 
is  any  reason  for  the  Armed  Services  Committee  to  have  any  juris- 
diction, assuming  that  the  rationale  given  is  that  the  bill  involves 
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our  national  security  interests  in  some  fashion.  Or,  does  the  Depart- 
ment view  it  as  simply  a  tactic? 

]Mr.  Blake.  Mr.  Diggs,  I  think  it  is  probably  inevitable  that  the 
Department  of  State  would  view  this  problem  as  piimarily  a  prob- 
lem of  foreign  policy.  As  to  how  the  House  in  its  own  wisdom  wishes 
to  assign  or  allocate  that  problem,  I  think  that  is  a  judgment  that 
its  members  have  to  make. 

]Mr.  DiGGS.  Just  one  other  cjuestion.  Your  reference  here  to  the  time- 
liness of  this  measure  is  something  that,  in  my  view,  would  be  use- 
ful to  reinforce  with  additional  comments  here.  For,  ever}'  time  there 
is  a  move  by  Ian  Smith  that  has  an  encouraging  ring  to  it,  there  is 
a  tenclencj^  for  people  o^•er  here  who  don't  know  what  the  facts  are 
to  say: 

Well,  they  are  talking  and  sitting  down  with  Smith  in  other  meetings  and 
they  are  making  progress.  Why  don't  we  leave  these  people  alone  and  let  them 
work  out  this  matter  through  negotiation? 

Our  action  here  does  have  an  impact  upon  these  considerations. 
And  the  point  that  you  made  that  these  negotiations  notwithstand- 
ing, we  ought  to  proceed  to  consider  this  measure  on  its  merits  is 
something  on  which  I  would  like  to  hear  further  elaboration. 

Mr.  Blake.  I  will  just  make  two  points,  if  I  maj,  in  reply  to  those 
comments.  The  first  is  that,  quite  apart  from  the  question  of  time  and 
the  fact  is  that  we  continue  to  be  in  violation  of  an  obligation  that 
the  United  States  assumed  and,  regardless  of  developments  in  south- 
ern Africa,  it  seems  to  me  that  this  is  an  uncomfortable  and  unwel- 
come position  for  the  United  States  to  be  in.  That  is  m}^  first  reply 
to  the  comment. 

The  second  is  that  I  know  there  have  been  in  the  past  movements 
on  the  part  of  the  Smith  regime  and  hopes  have  been  raised  and 
subsequently  disappointed.  I  would  refer  here  now  to  the  comments 
that  I  made  in  my  prepared  statement  which  is  that  if  we  do  not 
act  on  this  measure  at  this  time  then  I  think  we  will  only  continue 
to  support  and  encourage  the  Smith  regime.  It  will  resist  the  pos- 
sibilities of  change,  any  opportunities  for  accommodation  and  that 
is  why  we  believe  that  the  time  has  come  for  us  to  remove  the  Byrd 
amendment. 

Mr.  DiGGS.  Thank  you,  Mr.  Chairman. 

Mr.  Fasgell.  Mr.  Buchanan. 

Mr.  Buchaxax.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  don't  know  if  I  should  say  this  for  the  record 
or  not  but  I  am  going  to.  "\Miatever  the  deficiencies  may  be  in  the 
Department  of  State  of  the  United  States,  I  am  quite  convinced 
that  we  have  the  finest  Foreign  Service  in  the  world  and  I  would  list 
a  number  of  reasons. 

We  have  seen  the  witnesses  and  heard  the  answers  of  Mr.  Blake 
to  my  distinguished  friend  from  Illinois  who  is  always  delightfully 
right  or  delightfully  wrong  as  in  this  instance — and  usually  delight- 
fully right.  I  would  like  to  point  out  that  his  colleague,  the  distin- 
guished Deputy  Assistant  Secretary  of  State  for  Economic  and 
Business  Affairs,  Mr,  Katz,  has  been  my  next  door  neighbor  in  Wash- 
ington for  some  years  so  I  know  him  pretty  well  ancf  he  is  reflective 
of  the  quality  of  the  Foreign  Service  in  this  country. 

52-228 — 75 2 
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Mr.  Katz,  I  know  you  well  enough  to  know  that  you  are  not  uncon- 
cerned, given  the  nature  of  your  work,  about  the  impact  of  foreign 
l)olicy  decisions  on  our  own  economy  and  on  our  business  community. 

Could  you  define  what  you  believe  the  extent  of  the  impact  on 
our  business  community  is  and  in  which  direction  in  your  judgment 
it  would  be? 

Mr.  Katz.  Mr.  Buchanan,  thank  you  first  for  your  kind  remarks. 

We  have  looked  at  the  ciuestion  of  impact  very  hard  not  only  in 
the  Department  but  in  the  administration  as  a  whole  and  clearly 
any  denial  of  a  part  of  this  supply  does  have  some  impact.  Our  view 
is  that  the  impact  is  minimal  and  that  it  would  not  work  any  great 
hard-^hip  on  iis.  Looked  at  in  the  context  of  our  total  interest,  certainly 
our  foreign  policy  interests  in  this  case  would  argue  toward  reim- 
posing  the  ban.  Our  larger  economic  interests  with  respect  to  de- 
pendence on  foreign  sources  of  chrome  are  largely  interests  in  the 
African  countries — economic  interests  I  am  speaking  of — which  has 
persuaded  us  apart  from  the  need  to  comply  with  the  U.N.  resolu- 
tion that  support  of  this  bill  is  the  right  thing  to  do. 

Mr.  BucHAXAN.  Now  you  mentioned  our  reliance  on  other  African 
countries  and  the  impact  for  our  business  community  and  our  comitry 
of  strong  African  feelings  on  this  subject.  I  have  felt  for  some  time 
that  so  far  as  access  to  the  world's  largest  reserves  of  chrome  in 
Rhodesia,  in  the  long  run  is  concerned  our  interest  is  better  ]:>rotected 
l)y  honoring  the  legitimate  as]:)irations  of  the  i?5  percent  of  the  popula- 
tion rather  than  pinning  all  our  hopes  to  the  sinking  ship.  I  want  to 
ask  vou  about  that.  It  seems  to  me  if  we  want  Rhodesian  chrome  we 
ouoht  to  be  in  step  M'ith  the  Bhodesian  people  rather  than  a  regime 
which  nobody  recognizes  as  a  legal  government.  Is  it  not  also  true  for 
example,  that  Nigeria  at  tliis  i)oint  is  our  number  one  source  for  oil  in 
terms  of  what  we  are  now  importing? 

Mr.  IvATZ.  Well,  I  think  Venezuela  remains  our  largest  single 
source  of  crude  oil  and  product. 

Mr.  BucHAXAx.  Well,  it  is  one  of  the  top  three. 

Mr.  Katz.  Yes.  Certainly  Nigeria  is  very  important. 

Mr.  Buchanan.  There  are  other  vital  raw  materials  such  as  cop- 
per for  which  we  are  deeply  dependent  on,  the  African  countries 
which  supply  them,  who  have  rather  strong  feelings  on  this  matter, 
is  that  not  correct  ? 

Mr.  Katz.  Yes. 

Mr.  Buchanan.  iSIr.  Chairman,  I  will  not  take  further  time  ex- 
cept to  say  that  in  my  judgment  the  State  Department  has  come 
down  wisely  on  its  economic  as  well  as  its  political  decisions  in  this 
matter  because  it  would  seem  to  me  that  we  have  very  vital  economic 
interests  at  stake. 

Mr.  Fascell.  Mr.  Solarz. 

Mr.  SoLAEz.  Thank  you.  Mr.  Chairman. 

I  am  not  a  member  of  the  subcommittee  but  this  is  a  matter  about 
which  I  am  very  much  concerned  so  I  thought  I  would  take  the 
opportunity  to  sit  in  on  the  hearins:  this  afternoon. 

I  basically  have  one  question.  We  heard  a  good  deal  this  afternoon 
about  the  political  and  economic  consequences  for  our  own  country 
of  our  faihire  to  participate  in  these  sanctions  against  Rhodesia. 
I  wonder,  jMr.  Blake,  if  you  could  give  us  your  sense  of  what  the 
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political  implications  of  our  repeal  of  the  Byrd  amendment  would 
have  not  for  our  country  but  for  Rhodesia  ? 

Mr.  ]:iLAKE.  When  you  say  Rhodesia,  I  will  split  it  in  two  as  Mr. 
Smith  has  done  and  say  that  I  think  the  repeal  of  the  Byrd  amend- 
ment would  be  a  shattering  development  for  tlie  Smith  regime.  I  think 
it  would  have  an  enormous  depressant  effect  on  the  regime.  I  am  not 
saying  it  would  lead  to  a  more  constructive  attitude  on  their  i^art  to- 
ward accommodation  witli  the  majority  of  the  popidation  but  there  is 
no  doubt  that  they  have  taken  great  comfort,  great  strength  from  the 
Byrd  ajuendment.  Repeal  Avould  be  taken  as  a  major  political  develop- 
ment affecting  the  future  of  the  regime.  As  far  as  the  majority  of  the 
})Opulation  is  concerned,  00  percent  of  the  people  of  Rhodesia  and,  of 
course,  of  the  majority  of  the  population  in  countries  around  Rhodesia, 
I  think  it  would  be  taken  as  a  very  welcome  and  encouraging  sign  that 
the  X'nited  States  had  reacted  against  the  character  of  the  Smith  re- 
gime and  wanted  to  see  it  changed  and  had  put  its  own  house  in  order 
as  far  as  its  international  conunitments  were  concerned. 

Mr.  SoLARz.  What  would  the  economic  consequences  be  for  Rhodesia 
of  tlie  Byrd  amendment;  in  otlicr  words,  what  percentage  of  their  ex- 
ports go  to  the  United  States  and  what  is  the  significance  of  the  amount 
of  money  involved  for  their  own  economy  ? 

]\[r.  BiAKE.  Mr.  Katz  has  already  said  that  their  chromite  has  not 
been  significant  in  terms  of  total  IT.S.  imports  of  chromite  despite  the 
Byrd  amendment,  but  in  other  v\'orcls,  have  increased  specifically  be- 
cause they  wanted  to  be  in  the  higlier  revenues  of  that  product  so  I 
think  that  repeal  would  be  a  blow  to  them.  Before  the  Byrd  am.end- 
ment  was  passed  it  was  more  difficult  for  Rhodesia  to  find  outlets  for 
many  of  its  products.  It  was  more  costly,  more  difficult,  for  Rhodesia 
to  find  markets  for  its  products.  I  think  the  ecoiiomic  burden  will  in- 
ci-ease  now  that  they  can  export  to  the  United  States. 

Mr.  Fascell.  Mr.  Gilman. 

Mr.  GiLMAX.  Thank  you,  ^[r  Chairman. 

Mr.  Katz,  the  underlying  problem  of  the  entire  issue  is  whether  this 
is  going  to  affect  the  economy  of  our  country.  T  think  we  are  all  in 
accord  tliat  it  may  have  some  beneficial  effects  with  regard  to  our  for- 
eign policy  but  wiiat  many  of  us  are  concerned  about,  how  docs  this  re- 
solution affect  our  economy?  I  am  very  much  concerned  about  the  dif- 
ferences in  the  opinions  tliat  you  set  forth  and  the  opinion  that  ]>Ir. 
Andrews  sets  forth  in  his  proposed  testimony,  and  I  am  reading  from 
page  12  of  his  testimonv  where  he  savs : 

Wh«n  the  Byrd  amendment  was  enacted,  Russian  prices  stabilized ;  tlien  feU 
as  Soviet  chrome  dealers  felt  the  impact  of  stiff  Rhodesian  competition.  The 
price  history  of  Soviet  chrome  is  particularly  noteworthy  in  view  of  the  eco- 
nomic conditions  of  the  time.  Russian  prices  reached  their  peak  in  1971,  the  last 
year  of  the  Rhodesian  embargo,  despite  the  fact  chrome  demand  in  the  United 
States  reached  a  10-year  low.  In  1973,  Russian  chrome  prices  continued  to  de- 
cline despite  an  all  time  high  in  chrome  demand.  The  Soviet  Union  became 
increasingly  noncompetitive  as  high  quality  Rhodesian  chrome  reached  American 
markets. 

Would  you  care  to  comment  on  that  statement  ? 

Mr,  Katz.  Well,  I  have  not  had  the  benefit  of  Mr.  Andrews'  state- 
ment but  I  would  note  that  despite  the  Byrd  amendment  our  imports 
from  the  Soviet  Union  have  increased.  My  understanding  is  that  prices 
have  increased  as  well  and  even  with  a  slackening  of  demand  at  this 
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point  in  time  prices  from  the  Soviet  Union  for  1975  are  much  above 
tliose  for  1974.  Now  it  remains  to  be  seen  whether  those  prices  wall  hold 
but  I  don't  think  there  is  any  evidence  that  the  lifting  of  the  embare;o 
from  Rhodesia  has  liad  any  material  impact  on  our  imports  from  the 
Soviet  Union  or  on  the  price  of  our  imports. 

As  I  have  pointed  out  in  my  statement,  the  major  impact  of  the 
resumption  of  imports  fi-om  Rhodesia  has  been  at  the  expense  of  third 
countries.  Even  with  that  the  volume  of  imports  from  Rhodesia  is  not 
that  high  in  relation  to  our  total  demand. 

Mr.  Oilman.  On  page  10  of  Mr,  Andrews'  testimony  there  is  a  table 
that  sets  forth  the  increasing  import  of  metallurgical  chromite  from 
Rhodesia  and  a  decreasing  import  from  the  Soviet  Union.  Ai-e  these 
figures  in  compliance  with  the  information  that  you  have?  That  was 
my  understanding. 

"iVIr.  Katz.  They  are.  However,  I  might  point  out  that  although  the 
percentage  of  imports  from  the  Soviet  Union  lias  decreased  slightly 
since  1972  and  the  percentage  from  Rhodesia  has  increased  slightly, 
actual  imports  from  both  countries  in  1973  fell  below  those  in  1972; 
1974  saw  an  increase  in  imports  from  both  countries  over  1973  levels. 
Furthermore,  the  percentage  of  imports  from  Rhodesia  for  all  of  1974 
is  lower  than  indicated  in  Mr.  Andrews'  table,  since  no  imports  were 
recorded  from  that  country  in  December  1974. 

Mr.  Fascell.  Mr,  Katz,  w^ithout  objection  we  will  let  you  answer 
that  previous  question  for  the  record  when  you  have  an  opportunity  to 
answer  the  question. 

Mr,  Katz.  Thank  you,  Mr.  Chairman.  The  information  we  have  is 
that  the  contract  price  for  1975  for  Soviet  ores  is  as  high  as  $140  a 
metric  ton, 

Mr,  Fascell.  Rhodesian  ore  ? 

Mr.  Katz.  Rhodesian  ore.  I  don't  have  a  price  for  1975  on  that  but 
as  far  as  the  Soviet  Union  is  concerned  this  is  up  from  prices  that  were 
common  in  the  sixties.  It  is  a  very  sharp  increase. 

Mr.  GiLMAN.  What  was  the  1975  price  for  Rhodesian  ore  ? 

Mr.  Katz,  I  believe  it  w^as  aromid  $110. 

Mr.  GiLMAN,  What  was  the  Turkish  ore  selling  for  in  1974  ? 

Mr,  Katz,  Turkish  ore  was  quoted  at  $55  to  $65  per  metric  ton  dur- 
ing 1974.  Asking  prices  for  contracts  for  1975  for  Turkish  ore  are 
ranging  from  $130  to  $140  a  ton. 

Mr.  GiLMAN.  Do  you  know  of  any  other  country  which  has  exported 
ore  and  the  price  on  it  ? 

Mr.  Katz.  I  am  sorry,  Mr,  Oilman,  I  don't  have  a  complete  price 
series  here  but  I  would  be  glad  to  supply  for  the  record  comparative 
data  on  the  Rhodesian  and  other  ores. 

[The  material  follows :] 

Since  chrome  ore  imported  into  the  United  States  is  bought  by  private  U.S. 
companies  under  long-term  contracts,  accurate  data  on  the  prices  charged  for 
metallurgical  grade  ore  is  difficult  to  obtain.  Quoted  prices  often  do  not  reflect 
the  actual  price  charged  and  even  the  declared  value  at  time  of  entry  is  not 
closely  controlled  .since  there  is  no  duty  on  chrome  ore.  Beyond  that  the'  quality 
of  the  ore  in  the  metallurgical  grade  category  differs  because  of  chrome  ore 
content  and  chrome-to-iron  ratio.  Given  these  qualifications,  the  chart  below 
reflects  the  prices  of  metallurgical  grade  chrome  ore  from  1966-1974  of  the  four 
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major  suppliers.  As  Mr.  Andrews  did  in  his  prepared  statement,  we  have  com- 
puted prices  on  the  basis  of  chrome  content  and  value  declared  f.o.b.  country  of 
origin. 

AVERAGE  PRICE,  DOLLARS  PER  SHORT  TON 


Country  1966        1967        1968        1969        1970        1971        1972        1973  1974 


USSR  37.85  41.12      39.87      45.31      56.89  68.50  68.45  51.73  61.33 

RhodesiV  41.01  45.74 54.00  59.  SO  71.64  76.61 

Turkey    "" """  39.31  50.19      49.31      55.11      66.54  71.25  70.79  71.93  82.13 

South  Africa  38.43  31.07      22.77      23.40      28.08  30.17  30.18  37.06  43.13 


Sources:  Bureau  of  the  Mines,  "IVlinerals  Industry  Survey,"  Minerals  Yearbook. 

Mr.  GiLMAx,  It  is  a  fairly  accurate  statement  tliat  the  Rhodcsiaii 
ore  ])i'ices  are  substantially  less  than  the  Soviet  Union  prices? 

iSh:  Katz.  No  ;  not  substantially  less. 

jMr.  Oilman.  Are  they  less  ? 

Mr.  Katz.  They  have  been  somewhat  less ;  yes,  sir. 

I  mi^rht  say  despite  the  fact  they  have  been  less,  our  imports  did 
not  orow  very  rapidly  from  Rhodesia.  That  is  on  chrome  ore.  Our 
in]iuts  of  ferrochrome  did  increase. 

Mr.  Oilman.  We  did  have  some  increase  ? 

]Mr.  Katz.  Of  ferrochrome  but  not  of  chrome  ore  despite  the  fact 
that  the}'  were  cheaper  than  the  Soviet  Union. 

jMr.  Oilman.  Thank  you. 

Thank  you,  Mr.  Chairman. 

^h:  Fascell.  Mr.  Blester,  do  you  have  any  questions  ? 

Mr.  BiESTER.  Not  beiufv  a  member  of  the  subcommittee,  I  won't 
presume  on  the  time  of  the  members  or  the  Chair. 

I  want  to  congratulate  the  chairman  on  these  very  early  hearings 
and  also  join  my  colleague  from  Alabama  in  expressing  appreciation 
for  the  very,  very  strong  and  wisely  phrased  position  expressed  by 
the  De])artment  of  State. 

Mr.  Fascell.  Very  well. 

Thank  you,  gentlemen. 

^Ir.  Katz.  Thank  you. 

Mr.  Fascell.  Reverend,  vre  Avould  be  delighted  to  hear  from  you 
now. 

STATEMENT  OF  EEV.  CANAAN  BANANA,  EEPRESENTATIVE  OF  THE 
AFRICAN  NATIONAL  COUNCIL  OF  ZIMBABWE  TO  NOETH  AMER- 
ICA AND  THE  UNITED  NATIONS 

Reverend  Banana.  Mr.  Chairman,  I  appreciate  very  much  this 
0]3portunity  to  address  the  Subcommittee  on  International  Organi- 
zations and  jMovements  and  the  Subcommittee  on  Africa  to  present 
the  position  of  the  African  National  Council  on  the  question  of  eco- 
nomic sanctions  against  Rhodesia.  I  will  use  Rhodesia  and  Zimbabwe 
interchangeably. 

I  am  the  Rev.  Canaan  Banana,  past  Deputy  President  of  the  Afri- 
can National  Covmcil  and  representative  to  North  America  and  the 
Ignited  Nations.  The  African  National  Council  is  recognized  by  the 
people  of  Zimbabwe,  the  Organization  of  African  Unity  and  the 
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Uiiifcd  JSTations  as  tlie  only  legal  body  with  sole  legitimate  light  to 
speak  oil  behalf  of  the  African  people  of  Zimbabwe  (Rhodesia). 

The  African  ivTational  Council  regards  the  United  Nations  program 
of  economic  sanctions  against  the  illegal  Ian  Smith  regime  as  a  vital 
diplomatic  pressure.  We  feel  that  the  application  of  economic  sanc- 
tions bj^  all  member  states  of  the  United  Nations  would  be  a  positive 
contribution  toward  bringing  to  an  end  a  state  of  extreme  insecurity 
and  the  reign  of  terror  that  our  people  suffer  at  the  hands  of  the  white 
minority  regime.  The  Smith  regime  has  committed  several  acts  of 
repression  against  the  innocent  civilians  and  those  who  oppose  their 
policies.  One  of  these  vindictive  measures  has  been  the  forceful  evic- 
tion of  over  GO.OOO  tribesmen  from  their  traditional  homes  to  con- 
centration camps  comparable  to  those  of  Nazi  Germany. 

Now  would  be  the  opportune  moment  for  you  to  restore  your  na- 
tion's compliance  with  sanctions  against  Rhodesia  for  Zimbabwe 
is  now  at  a  critical  turning  point  in  its  history. 

It  might  be  helpful  if  I  explain  the  progress  of  political  negotia- 
tions which  have  been  occurring  in  recent  months  between  the  Rho- 
desian  Front  regime  and  the  African  National  Council.  In  December 
1074  a  series  of  meetings  began  in  Lusaka,  Zambia,  in  an  attempt  to 
hnd  a  solution  to  the  10  year  old  problem  of  minority  rule  in  Rho- 
flesia.  Some  significant  steps  were  taken  at  that  time.  The  African 
National  Council,  the  Zimbabwe  African  National  Union  (ZANU), 
the  Zimbabwe  African  People's  Union  (ZAPU)  and  Frolizi  joined 
together  under  the  banner  of  African  National  Council  to  negotiate 
Avith  the  Ian  Smith  regime.  This  will  immeasurably  strengthen  the 
African  position  in  the  negotiations  which  we  hope  will  follow. 

The  meetings  in  Lusaka  also  included  discussions  between  the  Afii- 
can  nationalist  groups  and  the  Rhodesian  Front  regime.  Out  of  tliese 
discussions  came  some  important,  though  onl}^  preli)niRary,  agree- 
ments which  were  announced  by  Ian  Smith  on  December  11 : 

(1)  That  there  would  be  an  immediate  cease-fire, 

(2)  That  all  political  prisoners  would  be  released,  and 

(3)  That  a  constitutional  conference  without  preconditions  would 
be  held  soon,  including  the  African  nationalist  leaders  and  the  Rho- 
desian Front. 

A  few  African  nationalist  leaders  have  been  released  from  deten- 
tion but  the  so-called  minister  of  law  and  order,  Mr.  Desmond 
Lardner-Burke,  released  only  small  numbers  of  political  prisoners 
at  a  time  and  announced  on  January  9  of  this  year  that  no  more 
prisoners  would  be  released.  He  did  so  accusing  African  nationalist 
groups  of  failing  to  implement  a  cease-fire.  The  implementation  of 
a  cease-fire  was  to  be  conditional  upon  the  fulfillment  of  the  Lu.saka 
8  point  agreement  and  tlie  announcement  c)f  tlie  date  for  a  consti- 
tutional conference.  More  than  300  political  prisoners  are  still  being 
held  by  the  illegal  Rhodesian  Front  regime. 

On  January  11,  Edson  Sithole,  the  Publicit}"  Secretary  of  the  Afri- 
can National  Council,  annoiuiced  in  Salisbury  that  the  Ian  Smith 
regime  would  have  to  implement  eight  commitments  implicit  in  the 
December  11  agreement  to  create  a  suitable  atmosphere  for  a  constitu- 
tional conference : 
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(1)  The  release  of  all  political  detainees, 

(2)  The  release  of  all  political  prisoners, 

(3)  The  revocation  of  the  death  sentences  imposed  on  political 
prisoners, 

(4)  A  general  amnesty  to  all  those  considered  to  have  committed 
political  crimes,  including  those  outside  the  country, 

(5)  Eemoval  of  the  ban  on  Rhodesia- s  two  guerrilla  groups,  ZAXU 
andZAPU, 

(6)  The  creation  of  conditions  allowing  free  political  activity  and 
expression, 

(7)  An  end  to  political  trials,  and 

(8)  An  end  to  the  declared  state  of  emergency  on  Rhodesia. 

As  you  can  see,  the  significant  questions  about  the  political  future 
of  Rhodesia  have  not  even  been  addressed  as  ^vet  and  Mr,  Smith  has 
not  indicated  that  he  is  willing  to  give  one  inch  of  his  political  power. 

As  a  matter  of  fact,  ]Mr,  Smith  has  taken  numeious  occasions  to  sa}' 
publicly  that  he  is  not  prepared  to  give  up  white  minority  rule.  In 
his  December  11  announcement,  he  stated :  ''Let  me  assure  you  all : 
first,  that  it  is  vour  o-overnment's  firm  interest  to  maintain  law  and 
order  in  Rhodesia:  and  second,  that  we  are  not  prepared  to  deviate 
from  our  standards  of  civilization."  "Standards  of  civilization"  has 
become  a  code  word  to  indicate  white  domination. 

On  December  16  in  an  interview  v\'ith  the  BBC,  Smith  said  the 
thought  of  even  parliamentary  parity  '"never  entered  my  liead  and 
I  don't  believe  it  ever  will."  He  indicated  his  complete  insensitivity  to 
the  demands  for  political  participation  by  the  95  percent  African 
population  by  saying  that  there  was  already  majority  rule  in  Rhodesia 
because  the  Rhodesian  Front  was  elected  by  a  majority  of  the  elec- 
torate under  conditions  of  an  extremely  limited  franchise.  Out  of  a 
Parliament  of  66  membei'S  tliere  are  entrenched  in  the  constitution  50 
reserved  European  seats  and  16  African  seats.  8  of  whom  are  indirectly 
elected  by  the  electoral  college  of  chiefs  responsible  to  the  regime's 
Ministry  of  Intei-nal  Affairs. 

All  this  is  to  say  that,  while  significant  steps  have  been  taken,  it 
would  be  a  serious  mistake  to  believe  that  a  settlement  has  been  reached 
on  tlip  future  of  Zimbabwe  or  that  such  a  settlement  is  im.minent.  We 
are  hoping  that  a  constitutional  conference  to  deal  with  these  serious 
questions  will  be  called  soon,  but  until  and  unless  a  satisfactorv  conclu- 
sion comes  out  of  such  a  meeting  we  must  not  delude  ourselves  that 
M'liite  minority  rule  has  ended  or  tliat  the  situation  has  been  resolved. 

In  this  context  I  wish  to  emphasize  that  sanctions  are  not  outmoded 
and  that  they  are  still  a  crucial  factor  in  determining  to  what  extent 
the  Smith  regime  will  be  prepared  to  come  to  terms  with  the  political 
realities  of  Zimbabwe.  As  a  matter  of  fact,  this  would  be  the  worst 
time  to  relax  pressure  on  the  Smith  regime  to  accept  a  settlement  and 
a  transition  to  majority  rule.  Economic  sanctions  should  be  main- 
tained and  intensified  until  Smith  has  accepted  a  speedy  transition  to 
majority  rule  in  Rhodesia. 

Even  Mr.  Smith  himself  recognizes  that  sanctions  are  still  a  part  of 
the  conditions  with  Vvdiich  he  must  deal.  On  December  11  he  said.  ''This 
annoiuicement  does  not  mean  that  a  settlement  has  been  achieved,  and 
it  certainly  does  not  mean  that  sanctions  are  about  to  be  lifted."  As 
Charles  ISIohr  of  the  New  York  Times  pointed  out  on  December  20, 
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"Many  white  Rhodesians  long  for  a  'settlemeiit'  if  only  to  remove 
economic  sanctions."  If  the  U.S.  Congress  therefore  restores  sanctions, 
your  action  would  contribute  immensely  to  pressures  for  resolving  the 
Southei'u  Rhodesia  crisis. 

The  U.N.  sanctions  program  is  a  legitimate  attempt  to  assure  the 
])eople  of  Zimbabwe  as  a  whole  that  the  rights  guaranteed  to  them 
under  tiio  U.JST.  Charter  will  be  defended  by  appropriate  measures.  Se- 
curity Council  Resolution  253  of  1968  specifically  condemns  the 
repressive  and  inhuman,  executions  carried  out  by  the  illegal  Smith 
regime,  T'ecognlzes  the  responsibility  of  the  United  Kingdom  to  bring 
about  self-determination  and  independence  in  Southern  Rhodesia  ancl 
recognizes  the  legitimacy  of  the  struggle  of  the  people  of  my  country 
to  secure  the  enjoyment  of  their  rights  under  the  charter.  In  imposing- 
sanctions,  the  Security  Council  recognized  that  the  denial  of  these 
fundmental  political  freedoms  constitutes  a  threat  to  international 
peace  and  security  and  that  no  settlement  of  the  Southei'n  Rhodesian 
question  should  be  entered  into  that  was  not  acceptable  to  the  people  of 
Soutliern  Rhodesia  as  a  whole. 

Sanctions  were  thus  designed  to  exert  peaceful  pressure  for  a  transi- 
tion to  majority  rule.  The  Bja-d  amendment,  on  the  contrary,  tends  to 
destrojT'  the  effectiveness  of  the  sanctions  program  and  therefore  to 
make  war  an  inevitability. 

All  four  of  the  Zimliabwe  nationalist  movements  in  uniting  togethei- 
in  Lusaka  on  December  9,  1974,  declared  as  their  seventh  point  of 
agreement : 

The  leaders  recognize  the  inevitability  of  continued  armed  struggle  and  all 
other  forms  of  struggle  until  the  total  liberation  of  Zimbabwe. 

You  must  understand  the  depth  of  frustration  which  we  feel  when 
we  review  the  manner  in  which  the  United  States  and  other  great 
powers  of  the  Western  World  have  collaborated  with  the  Smith  re^rime 
to  make  sanctions  less  effective.  It  is  ironic  that  it  is  now  Prime  Minis- 
ter Yorster  of  Soutli  Africa  who  is  exerting  outside  pressure  on  the 
Smith  regime. 

We  know  A^ery  well  that  without  the  support  of  South  African 
]iaramilitarv  troops  inside  Rhodesia  and  without  the  collaboration  of 
the  former  Portuguese  Government  and  the  South  African  Govern- 
ment, Rhodesia  wovdd  have  been  starved  of  the  vital  foreign  exchange 
it  needs  for  armaments  and  economic  growth.  European  nations  and 
Jai^an  have  also  been  silent  partners  in  covert  trade  with  Rhodesia — 
althou.qh  Japan  and  the  European  Economic  Community  have  taken 
steps  in  the  last  year  to  cut  down  on  sanctions  violations  by  their  na- 
tionals. But  your  country  by  its  legislation  lias  gone  further  than  Japan 
and  Europe.  You  have  made  sanctions  breaking  appear  to  be  legitimate 
and  right. 

While  we  have  been  focusing  here  on  the  open  violation  of  sanctions 
bv  the  United  States,  it  also  appears  that  the  United  States  has  w^inked 
at  illegal  covert  violation  as  well.  A  large  influx  of  tourists  to  Rhodesia 
has  been  l)Ooked  illegally  by  American  tourist  agencies.  A  study  by 
the  cori)orate  information  center  of  the  National  Council  of  Churches 
estimates  that  this  traffic  netted  Rhodesia  at  least  $16  million  in  197-1 
in  foreign  exchange. 

There  are  steps  that  the  United  States  could  take  immediately  within 
present  legislation  to  enforce  sanctions : 


21 

1.  The  Federal  Aviation  Administration  (FAA)  has  taken  strong 
steps  against  U.S.  airlines  operating  group  tours  to  Southern  Rhodesia. 
Many  of  these  tours  have  been  canceled  in  1975 ;  however,  some  travel 
agencies  and  airlines — mostly  foreign  airlines — are  persisting,  without 
any  attempt  by  the  relevant  agencies  to  stop  or  prosecute  these  viola- 
tions. The  Treasury  should  act  against  transfer  of  funds  for  group 
tours  to  Southern  Khodesia ;  the  FAA  should  stop  the  bookings  on  Air 
Rhodesia. 

2.  Holiday  Inn  of  ]\Iemphis,  Tenn.,  has  recently  built  a  motel  in 
Bulawayo,  Several  visitoi's  have  made  bookings  throuirh  the  New 
lork  office  of  Holiday  Inn  and  have  been  told  to  pay  in  advance  in 
the  United  States.  The  money  is  then  transferred  to  Southei'n  Rho- 
desia. This  is  blatantly  illegal  and  the  U.S.  Treasury  should  prosecute. 

3.  The  Cominei'ce  Department  has  evidence  of  the  export  of  a  sub- 
stantial amount  of  fabric  for  uniforms  of  employees  of  the  Hertz  car 
rental  franchise.  Thej'  have  failed  to  prosecute  but  should  be  pressed 
to  do  so. 

4.  The  Rhodesian  Information  Office  is  operating  as  the  diplomatic 
representative  of  the  Southern  Rhodesian  regime.  The  two  officials 
running  the  office,  ^Mr.  Kenneth  Towsey  and  Mr.  Henry  J.  C.  Hooper, 
are  employees  in  the  regime's  foreign  service.  INIr.  Hooper  has  no 
valid  status  to  remain  in  the  United  States  and  has  been  a  deportable 
alien  for  years.  The  U.S.  Immigration  and  Naturalization  Service 
(INS)  has  taken  no  steps  to  deport  him  because  of  powerful  political 
influence.  However,  the  INS  seriously  harasses  any  black  Rhodesians 
in  this  country  as  political  refuirees,  causing  them  acute  anxietv  and 
legal  costs  and  preventing  them,  from  working  while  they  are  here. 

Mr.  Towsey  is  repeatedly  allowed  re-entry  into  the  United  States 
on  the  basis  of  his  permanent  resident  status,  even  though  his  passport 
is  Southern  Rhodesian  and,  therefore,  not  valid  for  the  United  States. 
Since  he  is  openly  furthering  the  interests  of  the  regime  and  has 
stated  as  much  in.  his  registration  documents  filed  with  the  Justice 
Department,  INS  is  required  to  exclude  him  from  entering  this  coun- 
irj.  The  Justice  Department  officials  have  argued  before  the  House 
Subcommittee  on  Africa  that  while  they  are  obliged  to  refuse  him 
entry,  thev  are  not  obliged  to  refuse  him  re-entry.  This  is  a  ridiculous 
argument  that  in  our  opinion  would  never  stand  up  in  any  court. 

The  activities  of  Mr.  Towsey  and  ]Mr.  Hooper  are  blatantly  illegal ; 
for  example,  in  promoting  emigration  of  Am.ericans  to  Soutliern 
Rhodesia.  They  maintain  an  efficient  public  relations  network  and 
have  contacts  with  large  numl^ers  of  radio  stations  and  newspapers 
around  the  United  States.  Their  activities  are  largely  responsible  for 
the  pro-Rhodesian  lobby  which  has  succeeded  in  passing  i\\c  notorious 
Byrd  amendment — a  violation  of  international  law  that  has  brought 
American  integrity  into  disrepute  throughout  the  continent  of  Africa 
and  in  the  Third  World  as  a  whole. 

Information  on  the  Rhodesian  Inform.ation  Office  is  contained  in 
hearings  held  b}^  the  House  Subcommittee  on  Africa. 

Mr.  Chairman,  your  purchase  of  Rhodesian  chrome,  ferrochrome, 
and  nickel  and  otiier  minerals  directly  contribute  invahiable  dollars 
to  the  Smith  regime  which  is  desperately  looking  for  foreign  exchange 
to  meet  its  need  to  purchase  arms,  ammunition,  transportation  equip- 
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ment,  and  replacements  for  the  vital  infrastructure  of  the  economy. 
"Without  foreign  exchange,  the  lihoclesian  minority  regime  cannot 
survive. 

In  the  first  11  months  of  1974  the  United  States  imported  Rhodesian 
minerals  worth  $19  m-illion.  Since  the  Byrd  amendment  was  adopted, 
over  $62  million  of  foreign  exchange  has  been  provided  to  the  illegal 
Smith  regime  by  U.S.  purchases  of  Ehodesian  minerals.  If  it  had  not 
been  for  the  disruption  of  the  rail  lines  from  Ehodesia  through 
]Mozambique  by  Frelimo  forces,  the  ZANU  forces,  and  the  strike  of 
Mozambican  dockers  for  well-deserved  raises,  the  1974  totals  might 
well  Iiavo  exceeded  the  $30  million  worth  imported  in  1973  by  your 
coimtry. 

If  you  vote  to  restore  sanctions,  it  ^Yill  be  helping,  not  hurting  us, 
the  6  million  Africans  who  make  up  over  95  percent  of  the  population. 
The  African  people  are  ready  to  ma]:e  the  sacrifices  demanded  by  the 
application  of  economic  sanctions.  Zimbabwe  is  our  country  and  if 
we  say  that  sanctions  are  not  an  interference  in  our  affairs,  we  wonder 
what  authority  yon  will  cite  for  the  proposition  that  it  is, 

I  have  focused  thus  far  on  the  question  of  the  impact  of  economic 
sanctions  on  the  situation  in  Rhodesia.  I  also  waiit  to  make  a  comment 
about  how  the  sanctions  issue  may  affect  the  United  States.  As  we 
all  know,  Rhodesia  has  the  world's  largest  supply  of  high  grade 
chrome  ore  which  is  much  in  demand  by  the  world's  specialty  steel 
industry.  Most  of  that  ore  is  still  in  the  ground.  The  United  States 
only  imports  a  very  small  percentage  of  its  consumption  of  chrome 
product?  from  Rhodesia  at  the  present  time. 

I  might  also  point  out  that  there  is  a  very  high  world  demand  for 
chrome  products,  and  in  this  kind  of  seller's  market  the  producer 
of  the  raw  material  has  a  number  of  options  in  determining  to  whom 
sales  should  be  made  and  the  terms  under  which  production  goes 
forward. 

In  this  context  I  want  to  point  out  that  the  policy  of  the  United 
States  with  respect  to  economic  sanctions  against  Rhodesia  vdll  be  a 
significant  factor  in  the  determination  of  future  economic  relations 
between  our  two  countries  when  majority  rule  comes  to  our  country 
in  the  near  future.  An  African  government  will  naturally  review  all 
existing  trade  and  investment  arrangements  involving  future  access 
to  Ehodesian  comm.odities  to  determine  what  is  in  the  interests  of  all 
of  the  people  of  Zimbabwe. 

Mr.  Chairman,  on  behalf  of  the  people  of  Zimbabwe,  I  thank  you 
for  this  opportunity  to  express  to  this  committee  and  to  the  Congress 
of  the  United  States  these  matters  which  deeply  concern  us,  and  I 
should  like  to  express  the  hope  that  there  will  follow  swift  action  by 
your  government  to  help  us  right  the  wrongs  that  are  presently 
inflicted  upon  our  people.  ]May  I  say,  Mr.  Chairman,  as  you  shortly 
celebrate  the  200th  year  of  your  independence  from  tyranny,  we 
devoutly  hope  that  we  shall  be  able  to  celebrate  the  first  year  of  ours. 

I  thank  you. 

[The  prepared  statement  of  Reverend  Banana  follows:] 

Prepared  Statemej>jt  of  Rev.  Ca>'aa>v^  Banana,  the  African  National  Council 
Representative  to  North  America  and  the  United  Nations 

Mr.  Chairman,  I  appreciate  very  much  this  opportunity  to  address  this  suh- 
committee  on  International  Organizations  and  Movements  and  the  subcommittee 
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ou  Africa  to  present  the  position  of  the  African  National  Council  on  the  question 
of  economic  sanctions  against  Rhodesia. 

I  am  The  Reverend  Canaan  Banana,  past  Deputy  President  of  the  African 
National  Council  and  representative  to  North  America  and  the  United  Nations. 
The  African  National  Council  is  recognized  by  the  people  of  Zimbabwe,  the 
Drganization  of  xVfrican  Unity,  and  the  United  Nations  as  the  only  legal  body 
nith  the  sole  legitimate  right  to  speak  on  behalf  of  the  African  people  uf 
Zimbabwe  (Rhodesia). 

The  African  National  Council  regards  the  United  Nations  program  of  economic 
sanctions  against  the  illegal  Ian  Smith  regime  as  a  vital  diplomatic  pressure.  We 
feel  that  the  application  of  economic  sanctions  by  all  member  states  of  the  United 
Nations  would  be  a  positive  contribution  towards  bringing  to  an  end  a  state  of 
extreme  insecurity  and  the  reign  of  terror  that  our  people  suffer  at  the  hands  of 
the  white  minority  regime.  The  Smith  regime  has  committed  several  acts  of 
repression  against  the  innocent  civilians  and  those  who  oppose  their  policies.  One 
of  these  vindictive  measures  has  been  the  forceful  eviction  of  over  60,000  tribes- 
men from  their  traditional  homes  to  concentration  camps  comparable  to  those 
of  Nazi  Germany. 

Now  would  be  the  opportune  moment  for  you  to  restore  your  nation's  compli- 
ance with  sanctions  against  Rhodesia  for  Zimbabwe  is  now  at  a  critical  turning 
point  in  its  history. 

It  might  be  helpfiil  if  I  explain  the  progress  of  political  negotiations  which  have 
been  occurring  in  recent  months  between  the  Rhodesian  Front  regime  and  the 
African  National  Council :  In  December  1974,  a  series  of  meetings  began  in 
Lusaka.  Zambia,  in  an  attempt  to  find  a  solution  to  tlie  ten-year-old  problem  of 
minority  rule  in  Rhodesia.  Some  significant  steps  were  taken  at  that  time.  The 
African  National  Council,  the  Zimbabwe  African  National  Union  (ZANU),  the 
Zimbabwe  African  People's  Union  (ZAPU),  and  FROLIZI  joined  together  under 
the  banner  of  African  National  Council  to  negotiate  with  the  Ian  Smith  regime. 
This  will  immeasurably  strengthen  the  African  position  in  the  negotiations  which 
we  Iiope  will  follow. 

The  meetings  in  Lusaka  also  included  discussions  ])etween  the  African  Nation- 
alist groups  and  the  Rhodesian  Front  regime.  Out  of  these  discussions  came  some 
important,  though  only  preliminary  agreements,  which  were  announced  by  Ian 
Smith  on  December  11:  (1)  That  there  would  be  an  immediate  ceasefire:  (2) 
That  all  political  prisoners  would  be  released,  and  (3)  That  a  constitutional  con- 
ference without  preconditions  would  be  held  soon,  including  the  African  Nation- 
alist leaders  and  the  Rhodesian  Front. 

A  few  African  nationalist  leaders  have  been  released  from  detention,  but  the 
so-called  Minister  of  Law  and  Order,  Mr.  Desmond  Lardner-Burke.  released  only 
small  numbers  of  political  prisoners  at  a  time,  and  announced  on  January  9  of 
this  year  that  no  more  prisoners  would  be  released.  He  did  so  accusing  African 
nationalist  groups  of  failing  to  implement  a  ceasefire.  Tlie  implementation  of  a 
cea.sefire  was  to  be  conditional  upon  the  fulfillment  of  the  Lusaka  8-point  agree- 
ment and  the  announcement  of  the  date  for  a  constitutional  conference.  More  than 
300  political  prisoners  are  still  being  held  by  the  illegal  Rhodesian  Front  regime. 

On  .January  11,  Edson  Sithole,  the  Publicity  Secretary  of  the  African  National 
Council,  announced  in  Salisbury  that  the  Ian  Smith  regime  would  have  to  imple- 
ment eight  commitments  implicit  in  the  December  11th  agreement  to  creat  a  suit- 
able atmosphere  for  a  constitutional  conference:  (1)  The  release  of  all  political 
detainees:  (2)  The  release  of  all  political  prisoners;  (3)  The  revocation  of  the 
death  sentences  imposed  on  political  prisoners:  (4)  A  general  amnesty  to  all 
those  considered  to  have  committed  political  crimes,  including  those  outside  the 
country;  (5)  Removal  of  the  ban  on  Rhodesia's  two  guerilla  groups.  ZANU  and 
ZAPU  :  (6)  The  creation  of  conditions  allowing  free  political  activity  and  ex- 
pression:  C7)  An  end  to  political  trials:  (8)  An  end  to  the  declared  state  of 
emergency  on  Rhodesia. 

As  ynu  can  see,  the  significant  questions  abont  the  political  future  of  Rhodesia 
have  not  even  been  addressed  as  yet.  and  Mr.  Smith  has  not  indicated  that  he  is 
willing  to  give  one  inch  of  his  political  jjower. 

As  a  matter  of  fact,  Mr.  Smith  has  taken  numerous  occasions  to  say  publicly 
that  he  is  not  prepared  to  sive  up  white  minority  rule.  In  his  Deceml)er  11th 
announcenT^nt.  he  stated.  "Lot  me  assure  you  all  :  firstly,  th.^t  it  is  your  govern- 
ment's firm  interest  to  maintain  law  and  order  in  Rhodesia;  and  secondly,  that 
we  are  not  prepared  to  deviate  from  our  standards  of  civilization."  "Standards 
of  civilization"  has  become  a  code  word  to  indicate  white  domination.  On  De- 
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cen)l)er  16,  in  an  interview  witli  the  BBC,  Smith  said  the  thought  of  even 
parliuiut'ntary  parity  "never  entered  my  head  and  I  don't  believe  it  ever  will."  He 
indicated  his'c'(.mplete  insensitivity  to  the  demands  for  political  participation  by 
the  95%  African  population  by  saying  that  there  was  ulready  majority  rule  in 
Rhodesia  because  the  Khodesian  Front  was  elected  by  a  majority  of  the  electorate, 
under  conditions  of  an  extremely  limited  franchise.  Out  of  a  parliament  of  6(5 
members  there  are  entrenched  in  the  constitution  50  reserved  European  seats,  16 
African  seats  8  of  whom  are  indirectly  elected  by  the  electoral  college  of  chiefs 
responsible  to  the  regime's  Ministry  of  Internal  Affairs. 

All  this  is  to  say  that,  while  signilicant  steps  have  been  achieved,  it  would  be 
a  .sei-ious  mistake  to  believe  that  a  settlement  has  been  reached  on  the  future  of 
Zimbabwe,  or  that  such  a  settlement  is  imminent.  We  are  hoping  that  a  constitu- 
tional conference  to  deal  with  these  serious  questions  will  be  called  soon,  but 
uiitil  and  unless  a  satisfactory  conclusion  comes  out  of  such  a  meeting,  we  must 
not  delude  ourselves  that  white  minority  rule  has  ended  or  that  the  situation 
has  been  resolved. 

In  this  context,  I  wi.sh  to  emphasize  that  sanctions  are  not  outmoded,  and  that 
they  are  still  a  crucial  factor  in  determining  to  what  extent  the  Smith  regime 
will  be  prepared  to  come  to  terms  v/ith  the  political  realities  of  Zimbabwe.  As 
as  matter  of  fact,  this  would  be  the  worst  time  to  relax  pressure  on  the  Smith 
regime  to  accept  a  settlement  and  a  transition  to  majority  rule.  Economic  sanc- 
tions should  be  maintained  and  intensified  until  Smith  has  accepted  a  speedy 
trajisition  to  majority  rule  in  Rhode.sia. 

Even  JNIr.  Smith  himself  recognizes  that  sanctions  are  still  a  part  of  the  condi- 
tions with  which  he  must  deal.  On  December  11th,  he  said,  "This  announcement 
does  not  mean  that  a  settlement  has  been  achieved,  and  it  certainly  does  not 
mean  that  sanctions  are  about  to  be  lifted."  As  Charles  Mohr  of  the  New  York 
Times  pointed  out  on  December  20th :  "Many  white  Rhodesians  long  for  a  'settle- 
ment' if  only  to  remove  economic  sanctions."  If  the  U.S.  Congress,  therefore,  re- 
stores sanctions,  your  action  would  contribute  immensely  to  pressures  for  re- 
solving the  Southern  Rhodesia  crisis. 

The  United  Nations'  sanctions  program  is  a  legitimate  attempt  to  assure  the 
people  of  Zimbabwe  as  a  whole  that  the  rights  guaranteed  to  them  under  the 
United  Nations  Charter  will  be  defended  by  appropriate  measures.  Security 
Council  Resolution  2,53  of  1968  specifically  condemns  the  repressive  and  inhuman 
executions  carried  out  by  the  illegal  Smith  regime,  reco.gnizes  the  responsibility 
of  the  United  Kingdom  to  bring  about  self-determination  and  independence  in 
Southern  Rhodesia,  and  recognizes  the  legitimacy  of  the  struggle  of  the  people 
of  my  coimtry  to  secure  the  enjoyment  of  their  rights  under  the  Charter.  In 
imposing  sanctions,  the  Security  Council  recognized  that  the  denial  of  these 
fundamental  political  freedoms  constitutes  a  threat  to  international  peace  and 
security  and  that  no  settlement  of  the  Southern  Rhodesian  question  should  be 
entered  into  that  was  not  acceptable  to  the  people  of  Southern  Rhodesia  as  a 
whole. 

Sanctions  were  thus  designed  to  exert  peaceful  pressure  for  a  transition  to 
majority  rule.  The  Byrd  Amendment,  on  the  contrary,  tends  to  destroy  the  ef- 
fectiveness of  the  sanctions  program  and  therefore  to  make  war  an  inevitability. 

All  four  of  the  Zimbabwe  nationalist  movements,  in  uniting  together  in  Lusaka 
on  December  9,  1974,  declared  as  their  7th  i)oint  of  agreement : 

"The  leaders  recognize  the  inevitability  of  continued  armed  struggle  and  all 
other  forms  of  struggle  until  the  total  liberation  of  Zimbabwe." 

You  must  Tuiderstand  the  depth  of  frustration  v.'hich  we  feel  when  we  review 
the  manner  in  which  the  United  States  and  other  great  powers  of  the  western 
world  have  collaborated  with  the  Smith  regime  to  make  sanctions  less  effective. 
(It  is  ironic  that  it  is  now  Prime  Minister  Vorster  of  South  Africa  who  is  exert- 
ing outside  pressure  on  the  Smith  regime.) 

We  know  very  well  that  without  the  support  of  South  African  para-military 
troops  inside  Rhodesia  and  without  the  coUaboi-ation  of  the  former  Portuguese 
government  and  the  South  African  government,  Rhodesia  would  have  been 
starved  of  the  vital  foreign  exchange  it  needs  for  armaments  and  economic 
growth.  EuroT>pan  nations  and  Japan  have  also  been  silent  partners  in  covert 
trade  Vvith  Rhodesia  (although  .Japan  and  the  European  Economic  Comnnmity 
have  taken  steps  in  the  last  year  to  cut  down  (m  sanctions  viol.itions  by  their 
nation.'^ils).  But  your  country  by  its  legislation  has  gone  further  than  .Tapan  and 
Europe.  You  have  made  sanctions-breaking  appear  to  be  legitimate  and  right. 

While  we  have  been  focusing  here  on  the  open  violation  of  sanctions  by  the 
United  States,  it  also  appears  that  the  U.S.  has  winked  at  illegal  covert  violation 
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as  well.  A  large  influx  of  tourists  to  Rhodesia  has  been  booked  illegally  by  Ameri- 
can tourist  agencies.  A  study  by  the  Corporate  Information  Center  of  the  Na- 
tional Council  of  Churches  estimates  that  this  traffic  netted  Rhodesia  at  least 
§1G  million  in  1974  in  foreign  exchange. 

Steps  that  the  United  States  could  take  immediately  within  present  legislation 
to  enforce  sanctions : 

1.  The  Federal  Aviation  Authority  (FAA)  has  taken  strong  steps  against 
United  States  airlines  operating  group  tours  to  Southern  Rhodesia.  Many  of 
these  tours  have  been  cancelled  in  1975 ;  however,  some  travel  agencies  and  air- 
lines (mostly  foreign  airlines)  are  persisting,  without  any  attempt  by  the  rele- 
vant agencies  to  stop  or  prosecute  these  violations.  The  Treasury  should  act 
against  transfer  of  funds  for  group  tours  to  Southern  Rhodesia ;  the  FAA  should 
stop  the  bookings  on  Air  Rhodesia. 

2.  Holiday  Inn  of  Memphis,  Tenn.,  has  recently  built  a  motel  in  Bulawayo. 
Severiil  visitors  have  made  bookings  through  the  New  York  office  of  Holiday  Inn, 
and  been  told  to  pay  in  advance  in  the  U.S.;  the  money  is  then  transferred  to 
Southern  Rhodesia.  This  is  blatantly  illegal,  and  the  U.S.  Treasury  should 
prosecute. 

3.  The  Commerce  Department  has  evidence  of  the  export  of  a  substantial 
amount  of  fabric  for  uuifoi'ms  of  employees  of  the  Hertz  car  rental  franchise. 
They  have  failed  to  prosecute  but  should  be  pressed  to  do  so. 

4.'  The  Rhodesian  Information  OfBce  is  operating  as  the  diplomatic  representa- 
tive of  the  Southern  Rhodesian  regime.  The  two  officials  rumiing  the  office,  Mr. 
Kenneth  Towsey,  and  Mr,  Henry  J.  C.  Hooper,  are  employees  in  the  regime's 
foreign  service.  Mr.  Hooper  has  no  valid  status  to  remain  in  the  United  States, 
and  iias  been  a  deportable  alien  for  years ;  the  United  States  Immigration  and 
Naturalization  Service  (INS)  has  taken  no  steps  to  deport  him  because  of  pow- 
erful political  influence.  However,  the  INS  seriously  harrasses  any  black  Rho- 
desians  in  this  country  as  political  refugees,  causing  them  acute  anxiety  and 
legal  costs,  and  preventing  them  from  working  while  they  are  here. 

Mr.  Towsey  is  repeatedly  allowed  re-entry  into  the  U.S.  on  the  basis  of  his 
permanent  resident  status,  even  though  his  passport  is  Southern  Rhodesian, 
and  therefore,  not  valid  for  the  U.S.  Since  he  is  openly  furthering  the  interests 
of  the  regime,  and  has  stated  as  much  in  his  registration  documents  filed  with 
the  Justice  Department,  INS  is  required  to  exclude  him  from  entering  this 
country.  The  Justice  Department  officials  have  argued  before  the  House  Sub- 
(■(immiitee  on  Africa  that  while  they  are  obliged  to  refuse  him  entry,  they  are 
not  obliged  to  refuse  him  "re-entry."  This  is  a  ridiculous  argument  that  would 
never  stand  up  in  any  court.  The  activities  of  Mr.  Towsey  and  Mr.  Hooper  are 
blatantly  illegal,  for  example  in  promoting  emigration  of  Americans  to  South- 
ern Rhodesia.  They  maintain  an  efficient  public-relations  network  and  have 
contacts  with  large  numbers  of  radio  stations  and  newspapers  around  the  U.S. 
Their  activities  are  largely  responsible  for  the  pro-Rhodesian  lobby  which  has 
succeeded  in  ii>assing  the  notorious  Byrd  Amendment — a  violation  of  interna- 
tional law  that  has  brought  American  integrity  into  disrepute  throughout  the 
continent  of  Africa,  and  the  Third  "World  as  a  whole. 

Information  on  the  Rhodesian  Information  Office  is  contained  in  hearings 
held  by  the  House  Subcommittee  on  Africa. 

Your  purchase  of  Rhodesian  chrome,  ferrochrome  and  nickel  and  other  min- 
erals directly  contribute  invaluable  dollars  to  the  Smith  regime,  which  is 
desperately  looking  for  foreign  exchange  to  meet  its  need  to  purchase  arms, 
ammunition,  transportation  equipment  and  replacements  for  the  vital  infra- 
structure of  the  economy.  Without  foreign  exchange,  the  Rhodesian  minority 
regime  cannot  survive.  In  the  first  11  months  of  1974,  the  United  States  imported 
Rhodesian  minerals  worth  $19  million.  Since  the  Byrd  Amendment  was  adopted, 
over  $62  million  of  foreign  exchange  has  been  provided  to  the  illegal  Smith 
regime  by  U.S.  purchases  of  Rhodesian  minerals.  If  it  had  not  been  for  the 
disruption  of  the  rail  lines  from  Rhodesia  through  Mozambique  by  FRELIMO 
forces,  the  ZANU  forces  and  the  strike  of  Mozambican  dockers  for  well-deserved 
raises,  the  1974  totals  might  well  have  exceeded  the  $30  million  worth  imported 
in  1973  by  your  country. 

If  you  vote  to  restore  sanctions,  it  will  be  helping,  not  hurting  us.  the  six 
million  Africans  who  make  up  over  95%  of  the  population.  The  African  people 
are  ready  to  make  the  sacrifices  demanded  by  the  application  of  economic 
sanctions.  Zimbabwe  is  our  country,  and  if  we  say  that  sanctions  are  not  an 
interference  in  our  affairs,  we  wonder  what  authority  you  will  cite  for  the 
proposition  that  it  is. 
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I  have  focused  thus  far  on  the  question  of  the  impact  of  economic  sanctions 
on  the  situation  in  Rhodesia.  I  also  want  to  make  a  comment  about  how  the 
sanctions  issue  may  effect  the  United  States.  As  we  all  know,  Rhodesia  has 
the  world's  largest  supply  of  high-grade  chrome  ore,  which  is  much  in  demand 
by  the  world's  specialty  steel  industry.  Most  of  that  ore  is  still  in  the  ground. 
The  United  States  only  imports  a  very  small  percentage  of  its  consumption 
of  clirouio  products  from  Rhodesia  at  the  present  time.  1  mislit  also  point 
out  that  there  is  a  very  high  world  demand  for  chrome  products,  and  in  this 
kind  of  "seller's  market"  the  producer  of  the  raw  material  has  a  number  of 
options  in  determining  to  whom  sales  should  be  made  and  the  terms  under 
which  production  goes  forward. 

In  this  context.  I  want  to  point  out  that  the  policv  of  the  I'nited  States 
with  respect  to  economic  sanctions  against  Rhodesia  will  be  a  significant  factor 
in  the  determination  of  future  economic  relations  between  our  two  countries 
when  majority  rule  comes  to  our  country  in  the  near  future.  An  African  govern- 
ment will  naturally  review  all  existing  trade  and  investment  arrangements 
involving  future  access  to  Rhodesian  commodities  to  determine  what  is  in  the 
interests  of  all  of  the  people  of  Zimbabwe. 

Mr.  Chairman,  on  behalf  of  the  people  of  Zimbabwe,  I  thank  you  for  this 
opportunity  to  express  to  this  Committee  and  to  the  Congress  of  the  United 
States  these  matters  which  deeply  concern  us;  and  I  should  like  to  express 
the  hope  that  there  will  follow  swift  action  by  your  Government  to  help  us 
right  the  wrongs  that  are  presently  inflicted  upon  our  people.  As  you  shortly 
celebrate  the  two  hundredth  year  of  your  independence  from  tyranny,  we 
devoutly  hope  that  we  shall  be  able  to  celebrate  the  first  year  of  ours. 

Mr.  Fascell.  Thank  you,  Eeverend  Banana. 

Mr.  Rosenthal. 

Mr.  Rosenthal.  I  have  no  questions. 

Mr.  Fascell.  Mr.  Derwinski. 

Mr.  Deewinsivi.  Thank  yon,  Mr.  Chairman. 

Reverend,  your  statement  is  very  helpful.  I  would  like  to  ask  one 
or  two  questions  which  are  prompted  by  some  of  the  references. 

First,  you  do  make  specific  reference  on  page  T  of  your  testimony 
to  European  nations  and  Japan  who  have  been  silent  partners  in 
covert  trade  witli  Rhodesia.  You  do  properly  make  the  point  that 
the  United  States  did  it  openly.  We  do  it  on  chrome  and  chrome  only 
because  of  the  Byrd  amendment.  Yet  isn't  it  true  that  many  Euro- 
pean nations.  Japan  and  other  countries  have  engaq;ed  in  extensive 
trade  with  Rhodesia  far  more  than  just  chrome.  In  fact  is  that  trade 
really  not  responsible  for  maintaining  the  economy  of  the  Smith 
regime  ? 

Reverend  Banaxa.  Mr.  Chairman,  it  is  true  that  some  of  the  west- 
ern powers  have  been  engaged  in  trade  with  Rhodesia.  As  far  as  our 
information  goes,  the  most  single  source  of  external  revenue,  the  larg- 
est single  item  is  that  of  trade  with  the  United  States  in  chrome  and 
nickel. 

Mr.  Derwinski.  Do  you  have  statistics  to  back  up  that  statement  ?  I 
am  sure  that  there  are,  given  the  variety  of  products  that  have  been 
known  to  be  flowing  into  Rhodesia  and  the  items  besides  chrome  that 
they  have  exported  over  tlie  years.  I  would  be  interested  to  see  the 
statistics.  I  have  been  looking  through  my  notes  and  I  see  I  don't  have 
them.  Since  I  don't  communicate  with  ]\Ir.  Towsey  and  his  representa- 
tives I  could  not  very  well  gjet  it  directly  from  that  source.  So  I  would 
appreciate  any  statistics  that  you  might  have  if  it  sheds  light  on  my 
question. 

Reverend  Banana.  IMr.  Chairman,  might  I  saA'  that  we  have  made 
representations  to  the  individual  countries  concerned  and  I  feel  that 
our  point  of  reference  here  this  afternoon  is  in  relation  to  the  United 
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States  as  it  affects  oiu-  situation.  I  v/ould  fear  that  the  point  raised  is 
extremely  irrelevant  here. 

Mr.  Derwinski.  You  make  a  reference.  Reverend,  to  foreign  airlines 
serving  Khoclesia  and  cooperating  with  travel  agencies  in  various 
parts  of  the  world.  I  was  curious  as  to  what  foreign  airlines  this  in- 
volves in  addition  to  South  Africa. 

Reverend  Baxaxa.  Yes.  Of  course  South  Africa  is  one  of  them. 

Mr.  Derwixski.  The  thought  keeps  reoccurring  to  me  that  the 
United  States  is  being  unfairly  blamecl  for  supporting  this  regime  eco- 
nomically when  in  fact  it  is  the  gi-eat  variety  of  economic  contacts  not- 
withstanding the  sanctifjns  that  many  other  countries  arc  sanctimoni- 
ously following,  including  those  that  give  the  greatest  lipservice  to  the 
cause  of  the  aspirations  for  the  majoritj^  of  I  lie  people  in  Rhodesia. 
I  just  would  like  to  keep  the  record  as  straight  as  possible. 

Thank  you  very  much.  Your  testimony  has  been  helpful. 

Mr.  Fascell.  Mr.  Buchanan. 

Mr.  BucHAXAX.  Reverend,  is  there  any  other  country  wliich  was  a 
party  to  tlie  U.N.  resolution  and  a  supporter  of  it  which,  as  a  matter  of 
public  law,  now  has  as  its  official  national  policy  the  violation  of  that 
resolution  Is  there  any  other  country  in  that  position  to  your  knowl- 
edge ? 

Reverend  Baxaxa.  As  far  as  we  know,  the  United  States  is  the  only 
country  that  has  publicly  violated  the  U.X.  embargo. 

Mr.  iBucHAXAX.  As  a  matter  of  public  law  ? 

Reverend  Baxaxa.  Yes. 

]Mr.  BucHAXAX.  Now,  Reverend  Banana,  those  of  us  who  are  con- 
cerned about  the  aspirations  of  the  95  percent — and  I  think  you  know 
some  of  us  are  in  this  Congress,  and  indeed  all  of  us  may  be  in  our  own 
way — are  also  concerned  about  the  rights  and  the  status  of  the  other 
5  percent  at  the  end  of  this  process.  In  a  speech  some  time  ago.  Bishop 
Muzorewa,  who  is  the  leader  of  this  coalition  of  the  95  percent  strug- 
gling for  what  they  believe  to  be  a  legitimate  government  and  the 
full  rights  of  the  people,  said  that  it  was  not  the  intent  of  the  African 
majortty  to  dispossess,  to  drive  from  the  country  or  to  otherwise  vio- 
late the  rights  of  the  5  percent  should  these  changes  be  made.  Would 
you  say  that  is  a  firm  and  continuing  consensus  position  or  not  ? 

Reverend  Baxaxa.  Mr.  Chairman,  I  would  say  that  is  a  firm  and 
continuing  position.  Our  interest  is  not  to  displace  any  group  but 
merely  to  create  a  situation  where  everybody  would  be  treated  equally 
irrespective  of  the  color  of  their  skin. 

Mr.  BucHAXAx.  Now  tell  me  this.  If  we  continue  our  moral  and 
economic  support  of  the  Smith  regime  through  maintaining  the  Byrd 
amendment,  do  you  feel  that  regime  can  then  survive  for  a  iongrun 
period  so  that  our  business  concerns  can  continue  to  import  large  quan- 
tities of  ferrochrome  from  Mr.  Smith's  establishment?  Do  you  feel 
his  chances  of  survival  are  quite  good  if  we  simply  take  no  action  in 
the  United  States? 

Reverend  Baxaxa.  3.1r.  Chairman,  I  feel  that  if  you  continue  to  sup- 
port the  regime  or  the  importation  of  the  chrome  they  will  survive  for 
a  while  but'^I  don't  see  the  chances  of  them  surviving  very  much  longer 
and  that  is  why  at  the  end  of  my  statment  here  I  referred  to  the  im- 
portance of  acting  now  so  that  when  that  change  comes  this  will  not 
affect  our  economic  relatioiis  with  this  country. 
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Mr.  Buchanan.  Thank  you,  Eeverend. 

Thtmk  you,  Mr.  Chairman. 

Mr.  Fascell.  Thank  you.  Reverend. 

We  will  now  hear  from  Mr.  E.  F.  Andrews. 

Mr.  Andrews. 

STATEMENT  OP  E.  F.  ANDREWS,  VICE  PRESIDENT  EOR  MATERIAL 
AND   SERVICES,   ALLEGHENY  LUDLXJM  INDUSTRIES 

INlr.  Andrews.  Thank  you,  Mr.  Chairman. 

I  feel  like  the  shepherd  boy  of  old  when  he  fell  into  the  hands  of  the 
Philistines.  I  have  been  sort  of  surrounded  here  in  the  enemy  camp, 
it  Avould  appear. 

I  have  a  statement  which  has  been  prepared  and  has  much  of  the 
economic  data  to  which  JMr.  Oilman  referred  a  moment  ago  and  I 
would  like  to  submit  it  just  for  the  record. 

jMi\  Fascell.  Without  objection,  the  full  statement  will  be  included 
in  t lie  record  at  this  point. 

[The  prepared  statement  follows :] 

Prepared  Statement  of  Mr,  E.  F.  Andrews,  Vice  President,  Materials  and 
Services,  Allegheny  Ludlum  Industries 

riiodesian  chromium  and  specialty  steel:  basic  considerations 

Baekgronnd 

Chromium  is  the  sine  qua  non  of  specialty  steel/  It  is  required  in  almost  every 
alloy  from  iron  castings  to  tool  steel."  By  definition,  stainless  steel  must  contain 
at  least  10.5  percent  chromium ;  12  percent  is  the  practical  minimum.  Unlike 
nickel  or  molybdenum,  there  is  no  substitute  for  chromium  in  stainless. 

Pending    legislation  ^    which    would    reimpose    the    embargo    on    Rhodesian 
chromium  is  not  only  important  to  the  specialty  steel  industry,  but  to  the  entire 
country. 

In  its  natural  state,  chromite  ore  is  found  in  numerous  metallurgical  composi- 
tions. The  most  important  of  these  are : 

Refractory  grade. — At  least  31  percent  chromic  oxide  arid  not  more  than  12 
percent  iron  content. 

Chemical  grade. — At  least  40  percent  chromic  oxide  and  not  more  than  5  per- 
cent silica  content. 

Metallurgical  grade. — At  least  46  percent  chromic  oxide,  not  over  8  percent 
silicon  and  at  least  3-1  chromium/iron  ratio. 

Of  these,  only  metallurgical  grade  chromite  is  economically  suitable  for  steel- 
making  applications.* 

Chromite  must  be  refined  before  it  is  useful  to  specialty  steel  makers.  Such 
refined  chromium  (ferrochrome)  is  of  three  basic  types  : 

High  carbon  ferrochrome. — Generally  66-70  percent  chromium  and  over  1  per- 
cent carbon. 

Low  carbon  ferrochrome. — About  65  percent  chromium  but  not  more  than  1 
percent  carbon. 

Ferrochroniium  silicon. — 33-36  percent  chromium,  45-48  percent  silicon,  and  not 
more  than  .05  percent  carbon. 

Of  these,  high  and  low  carbon  ferrochrome  are  the  most  important  in  the  pro- 
duction of  stainless  steel.  While  low-carbon  ferrochrome  has  been  the  traditional 


1  Trends  in  Usage  of  Chromium:  Report  of  the  National  Materials  Advisory  Board, 
May  1970,  p.  3  (hereinafter  cited  as  NMAB  Report). 

"Id.  See  also  Brantley,  U.S.  Dept.  of  Interior.  Bureau  of  Mines  Bulletin  650:  Mineral 
Facts  and  Problems   (1970  ed.)    (hereinafter  cited  as  Bureau  of  Mines  Bull.). 

3  Legislation  was  reintroduced  in  the  94th  Congress  substantially  identical  to  bills  intro- 
duced in  prior  sessions.  The  new  bill,  H.R.  1287  et  al.  would  repeal  the  so-called  "Byrd 
Amendment"  which  permits  importation  of  strategic  materials. 

1  Bureau  of  Mines  Bull.,  250-51. 
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mainstay  of  the  specialty  steel  industry,  new  refining  techniques  have  enabled 
stainless  steel  makers  to  rely  more  heavily  upon  high  carbon  ferrochrome. 

E.^fiCHtiallty  of  chrojuium 

Chromium  is  essential  to  a  modern  technological  society.  The  government  recog- 
nized rhis  in  1939  when  it  designated  chromium  as  the  first  mineral  to  be  stock- 
piled.^ f^ince  chromium  is  unique  iu  its  corrosion-resistant  and  alloying  qualities," 
its  importance  for  defense  and  industrial  applications  is  unlikely  to  diminish  in 
the  foreseeable  future." 

End-uses  for  metallurgical  grade  chromium  and  ferrochrome  range  from  jet 
engine  blades  to  sterile  hypodermic  syringes :  almost  any  application  demanding 
corrosion  resistance.  Among  the  most  important  of  these  are  : 

Eibvlronmental  control  equipment. — Almost  without  exception,  pollution  abate- 
ment equipment  includes  stainless  steel  components.  Development  of  automotive 
catalytic  conversion  systems  or  steam-powered  transport  would  axiomatically 
require  large  amounts  of  high-chromium  steel. 

Power  generation. — Without  exception,  nuclear  power  plants  utilize  stainless 
steel  in  reactors,  boilers  and  related  equipment.  Conventional  power  generating 
facilities  also  employ  stainless  for  critical  applications. 

Transportation. — Chromium  is  essential  in  jet  engine  production  and  is  critical 
in  most  other  aerospace  requirements.  Corrosion-resistant  alloys  incorporating 
chromium  are  also  necessary  for  manufacture  of  raili'oad  cars,  construction  equip- 
ment and  ships.  For  rail  rolling  stock  alone,  demand  for  stainless  steel  could 
raise  anticipated  demand  for  chromium  by  10  percent  by  the  year  2000.* 

Food  processing. — Due  to  its  surface  finish  and  corrosion  resistance,  stainless 
steel  is  ideal  for  numerous  applications  in  the  food  processing  industry.  Uses 
range  from  storage  tanks  for  beverages  to  sanitary  production  machinery. 

i'heniieal  and  petroleum  production. — The  oil,  gas  and  chemical  industries  uti- 
lize Inrge  amounts  of  chrome-bearing  alloys.  Pumps,  tools  and  tanks  generally  in- 
clude high-chromium  stainless.  Production  machinery  employs  alloys  containing 
chromium  in  many  critical  parts. 

Home  appliances  and  equipment . — While  important  by  commercial  standards, 
the  home  products  market  {tableware,  appliance  trim,  etc.)  accounts  for  less 
than  6  percent  of  the  end-use  applications  of  chromium  in  the  United  States.® 

Anticipated  growth  of  chrome-bearing  metals  is  strongest  in  the  machinery  and 
equipment  area,  followed  closely  by  construction  and  transportation  requirements. 
Transportation  applications  alone  will  demand  more  than  182.000  tons  of  chro- 
mium in  the  year  2000 — double  the  current  level."  Overall  consumption  trends 
indicate  the  United  States  will  need  over  1.1  million  tons  of  chromium  per  year 
to  fill  the  demand  b.v  2000.  All  of  the  United  States  demand  is  currently  met  by 
imports,^  These  estimates  could  be  revised  upward,  depending  upon  pollution 
control  requirements  and  transportation  needs. 

AVAILABILITY 

Chromite 

No  chromite  ore  has  been  mined  in  the  United  States  since  1961."  This  country 
is  totally  dependent  upon  imports  and  the  national  stockpile  as  a  source  of  sup- 
ply. Without  large  government  subsidies  or  revolutionary  technological  break- 
throughs for  processing  low-grade  domestic  material,  the  United  States  will  con- 
tinue to  be  dependent  upon  foreign  sources  until  at  least  the  end  of  the  century .^^ 
World  resources  of  metallurgical  grade  chromite  are  as  follows. 


"  Id.  at  248. 

«  See  note  3  supra.  See  also  XMAB  Report  Note  1  supra. 

^  Bureau  of  Mines  Bull.,  24S-259. 

^1(1.  at  2.5S-59. 

9/rf.  at  2.59. 

"  Id.  at  2.")8. 

"/ff.  at  261. 

^=In  1961.  a  small  amount  was  produced  under  the  Defense  Production  Act  Prior  to 
1981.  total  domestic  production  recorded  since  chromite  mining  began  in  the  1800's  totaled 
approximately  2  million  short  tons.  The  bulk  of  this  was  produced  under  government 
assistance  during  the  emergency  periods  of  World  War  II  and  the  Korean  War.  Stockpile 
requirements  were  fulfilled  between  1951-1958  only  by  a  government  purchasing  policy 
paying  premium  prices.  Bureau  of  Mines  Bull.,  248. 

13  Bureau  of  Mines  Bull.,  260. 
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While  precise  statistics  on  world  production  of  metallurgical  grade  eliromite 
ore  are  not  publicly  available,  production  of  all  types  of  eliromite  is  as  follows : 


WORLD  RESOURCES  OF  8VIETALLURG! 

GRADE  CMROfVIITE 

(Thousands — Long  Tons) 


.^^ 


CAL 


SODTH  AFRICA      I  ^"'VJ^g  '"^ 

100.C00  /  ^2% 

22.4% 


TURKEY   ,^  /  -^^, 
9.000  '"    /     / 

2.0% 

U.S.S.R.  &  OTHER 

COMMUNIST  COUNTPJES 
26,500 


V.    OTHER 

'    8.675 
1„S% 


SOURCE:  Nfv^AB  Report:  Minerals  Yearbook 


[ihousands  of  short,  dry  tons] 
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Total 
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Union 


Rhodesia 


South 
Africa 


1365 

5,  348 

1966 

4,974 

1967 

5,111 

I&68 

5,444 

1969- 

5,865 

1970 

6,672 

1S7L. 

6,936 

1972 

6,841 

1973— . 

1  sr:7 

'  Bureau  of  Mines  estimate. 
2  No  data. 

675 

•  1,560 

583 

11,653 

678 

I  1,731 

462 

■  1,820 

500 

>  !,  P74 

572 

1  1,S30 

665 

1  I,  980 

710 

1  2,  040 

617 

1  2, 100 

646 

1420 
1  400 
1400 
:400 
'  400 
1600 


1,038 

1,169 

1,  267 

1,271 

1,320 

1,573 

1,81 

1,63 

1  81 


Source:  NMAB  Report;  Minerals  Yearbook. 

The  following  factors  should  be  considered  when  analyzing  these  statistics : 

1.  Of  the  leading  steei-producing  nations,  only  the  U.S.S.R.  is  self-sufficient  in 
chromite  supply." 

2.  Of  South  African  production  nations,  only  about  6  percent  is  high  quality 
metallurgical  grade  ore.^ 


"  1(1.  at  248. 
^5/f7.  at  251-.52. 
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3.  Turkish  metallurgical  grade  chromite  reserves  are  being  depleted  at  a  rapid 
riace.^"  Further,  over  2.6  million  tons  of  Turkish  metallurgical  chromium  have 
l.'een  committed  to  Japanese  interests  during  the  next  10  years." 

4.  Bureau  of  Mines  estimates  of  Rhodesian  chromite  production  from  1066  to 
date  aijpear  to  be  understated.  According  to  other  sources,  Rhodesian  mineral 
production  continued  to  increase  during  the  sanctions  period.  The  Journal  of 
Commerce,  for  example,  reports  that,  "'Since  19G4,  the  year  before  unilateral 
independence,  the  mineral  production  index  has  gone  ahead  58.2  percent.  Mining 
and  quarrying  last  year  contributed  6  percent  oi  the  total  Gross  Domestic  Prod- 
uct ;  the  volume  of  mineral  production  rose  9  percent  .  .  ."."  1972  was  also  a 
good  year  for  Rhodesian  mining.  "Despite  depressed  base  mineral  prices,  espe- 
cially for  nickel  and  copper,  the  value  of  mining  output  rose  6.7  percent  to  reach 
R$10Sni,  double  the  coiiatrj's  1964  pre-sanctions  output.  Production  of  copper, 
chrome,  nickel  and  gold  showed  significant  improvements  in  value."  ^°  Chromium 
appears  to  have  been  a  leader  in  the  improved  Rhodesian  mineral  production. 
"Chromium  mines  owned  by  Union  Carbide  and  Foote  Mineral  which  once  sup- 
plied some  40  percent  of  the  U.S.  requirements  for  metallurgical  chrome  are  now 
being  operated  ''oy  the  Smith  regime.  Rhodesia  ships  a  third  of  the  ore  to  Red 
China.  .  .  ." -"  In  1970,  the  Rhodesian  Secretary  of  Mines  declared  chromiimi 
production  increased  33  percent  over  1969 — a  year  which  also  exceeded  pre- 
sanction  production  levels."^ 

V.S.  stocks  of  cJiromitG 

Government  stoclcpilc. — Since  1962,  the  national  stockpile  of  metallurgical 
grade  chromite  has  declined  over  60  percent  and  is  currently  at  the  lowest  level 
in  20  years.  The  apparent  size  of  the  stockpile  is  further  diminished  by  the  fact 
that  20  percent  of  available  inventories  are  officially  classified  "non-stockpile 
grade" — These  inferior  stocks  cannot  be  economically  used  to  produce  stainless 
steel  and  cannot  legitimately  be  included  in  total  stockpile  availability.  The  Ad- 
ministration has  recently  proposed  further  liquilurgical  chromite  stockpile, 
retaining  less  than  6  mouths'  supply  in  the  national  inventory."- 

U.S.  STOCKS  OF  METALLURGICAL  GRADE  CHROMITE  ORE  i 
(Thousand  short  tons) 

2  1969         2  1969         2  1970         2  1971         3  1972  1973  U974 

Government  stockpile 5  4,128       63,868       73,708       63,440        9  3,440      w  3, 490  2,504 

Industry  stockpile ,..  381  296  387  667  601  339  363 


Totals 4,509         4,164         4,095         4,107         4,041         3,829  2,857 

1  Includes  nation?.!  stockpile,  Defense  Production  Act  stockpile,  and  supplemental  stockpile. 

2  Source:  Bureau  of  lV;ines  r.'iinerals  Yearbook. 

3  Source;  GSA. 

*  Includes  551,758  tons  nonstockpile. 

i  InciLides  1,568,000 ions nonstockpiiegrade. 

6  Includes  1,432,000  siiort  dry  tons  nonstockpile  grade. 

'  I  nciudes  1,594,000  tons  nonstockpile  grnris. 

6  Amount  of  nonstockpile  grade  includad  in  these  figures  is  not  specified  by  the  Bureau  of  Mines  Minerals  Yearbook. 

'I  Includes  1,483, 175  tons  nonstockpile  grade. 

■0  Includes  1,451,708  tons  nonstockpile  grade. 

Industry  stocks 

Industrial  stocks  of  metallurgical  grade  chromite  are  currently  sufficient  for 
about  5  month's  operations.""  Unfortunately,  for  the  third  consecutive  year,  con- 
sumption has  exceeded  imports,  requiring  heavy  drawdowns  on  available  inven- 
troy. 

U.S.  imports  of  chromite 

American  imports  of  metallurgical  grade  chromite  have  declined  since  1970, 
the  year  before  the  Rhodesian  sanctions  were  lifted.  This  trend  is  illustrated  by 
the  following  chart : 


18  American  Metal  Mar1:et,  October  19,  1972. 

1"  United  States  Department  of  the  Interior,  Bureau  of  Mines  Minerals  Yearbooli ;  1971 
[hereinafter  cited  Minerals  Yearbook]. 

IS  The  Journal  of  Commerce,  June  19,  1972. 

13  The  Star  .Johanneshurg,  February  20,  1973. 

^Fortune,  April  1971. 

21  The  Star  J ohanneshurg ,  February  20,  1973. 

--  The  Administration  has  proposed  the  stockpile  of  high  quality  metallurgical  grade 
ore  be  reduced  to  444,710  tons.  In  the  first  three-quai'ters  of  1974,  the  metallurgical 
industry  consumed  671,006  tons  of  chromite.  United  States  Department  of  the  Interior, 
I'ureau  of  Mines.  Mineral  Industry  Surveys,  September  1974  [hereinafter  cited  as  Mineral 
Industry  Surveys.] 

^  As   of   October   31,    1974,   industry   stocks  of  chromite  totaled  363,320  tons,  as  com- 

n.nrpfl  tfith  n   ninp  mnnth  pnnsiiTnntiAn  T-nto  nf  R71   OOR  fnns 
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The  reason  for  declining  ore  imports  is  relatively  simple :  countries  with 
chromite  supplies  are  reluctant  to  sell  ore  if  they  can  sell  ferrochrome. 

Many  countries — including  Rhodesia — which  have  reserves  of  chromite  ore  are 
anxious  to  develop  primary  refining  facilities  of  their  own ;  exporting  semi- 
finished (ferrochrome)  rather  than  raw  materials.  This  follows  the  pattern  of 
most  developing  countries  which  wish  to  control  the  exploitation  of  their  own 
resources. 

To  this  end,  countries  with  large  ore  deposits  have  built  gigantic  ferrochrome 
facilities  over  the  past  five  years.  Rhodesia,  which  produced  almost  no  ferro- 
chrome in  1967,  now  has  an  industry  almost  double  the  size  of  the  U.S.  ferro- 
chrome capacity.  All  countries  lacking  supplies  of  ore  are  in  a  similar  position. 
Japan,  France,  West  German  and  Sw-eden — as  well  as  the  United  States— are 
finding  chrome  ore  an  iucrea.'^ingly  scarce  oonimudity. 

The  trend  is  likely  to  accelei'ate  in  the  future.  Rhodesian,  South  African, 
Turkish  and  even  Russian  ferrochrome  production  is  certain  to  increase.  Their 
chromite  ore  exports  are  likely  to  continue  to  decline. 

Ferrochrome  is  increasingly  replacing  raw  ore  as  the  strategic  material.  The 
decline  of  U.S.  stocks  of  chromite  parallels  the  constricted  world  availability  of 
metallurgical  grade  ore. 

The  availability  of  high  quality  metallurgical  grade  chromite  is  further  com- 
plicated by  our  historical  dependence  upon  the  Soviet  Union  as  a  source  of 
supply.  During  the  sanctions  period  and  immediately  thereafter,  over  half  of 
U.S.  imports  of  metallurgical  gi'ade  chromite  ore  came  from  the  Soviet  Union. 
Russian  chrome  dealeivs  exploited  this  vii'tual  monopoly  in  two  ways : 

1.  The  physical  quality  of  the  Russian  lump  ore  exported  to  U.S.  consumers 
steadily  deteriorated  when  Rhodesian  chromite  was  unavailable  to  the  U.S.  mar- 
ket. The  increase  in  Russian  shipments  since  1964  has  been  largely  run-of-miue 
ore,  some  of  which  contains  excessive  "fines,"  drastically  limiting  its  utility  for 
the  production  of  high-carbon  ferrochrome.-^ 

2.  Russian  prices  dramatically  accelerated  during  the  sanctions  period  as  the 
following  chart  indicates : 

Average  price  ton  Soviet  mctalluraical  grade  chromite  ore 
{price/ chrome  contained)   {short  tons) 

1965 S35.  78 

1966   36.  46 

1967 41. 12 

196S  39.  87 

I960 45. 30 

1970 56.  88 

1971  68. 49 

1972  68. 45 

1973 51.  73 

1974  -58.  74 

*  January-October  average. 

Source  :  Bureau  of  Mines  ^Mineral  Industry  Surveys. 

When  the  Byrd  Amendment  was  enacted,  Russian  prices  stabilized :  then  fell 
as  Soviet  chrome  dealers  felt  the  impact  of  stiff  Rhodesian  competition.  The 
price  history  of  Soviet  chrome  is  particularly  noteworthy  in  view  of  thf  eco- 
nomic conditions  of  the  time.  Russian  prices  reached  their  peak  in  1971,  the 
last  year  of  the  Rhodesian  embargo,  despite  the  fact  chrome  demand  in  the  U.S. 
reached  a  10-year  low.  In  1973,  Russian  chrome  prices  continued  to  decline  de- 
spite an  all-time  high  in  chrome  demand.  The  Soviet  Union  became  increasingly 
noncompetitive  as  high-quality  Rhodesian  chrome  reached  American  markets. 

It  was  not  until  late  1974 — when  legislation  to  reimpose  the  Rhodesian  em- 
bargo appeared  headed  for  passage  did  the  Russians  rebound.  Soviet  chromite 
prices  soared  in  the  fourth  quai-ter. 

Temporarily  set  back  by  the  stagnant  death  of  S.  1868,  in  December  1973.  the 
Russians  reacted  to  the  reintroduction  of  this  legislation  in  January  with  an 
economic  "squeeze  play." 

First,  they  informed  their  exclusive  U.S.  distributor,  Airco  Alloys  Ltd.  that 
.shipments  would  be  cut  back  35%  immediately. 

Second,  they  more  than  doubled  their  price  to  .$160/ton. 


^*Id.  NMAB  Keport. 


34 

The  Soviets  have  everything  to  .^ain  and  little  to  lose  by  this  maneuver.  As 
chromite  nm^t  be  ordered  months  in  advance,  Soviet  price  hikes  capitalize  on 
the  uncertainty  regarding  the  availability  of  Rhodesia u  chromium  to  xYmerican 
consumers.  Tlius,  whether  the  Byrd  Amendnient  is  repealed  or  not,  Russian 
chrome  merchants  will  have  made  enormous  profits  at  American  expense. 

Further,  the  fact  that  chromite  demand  exceeds  imports,  gives  Russian  chrome 
dealers  considerable  leverage  in  creating  shortages  in  this  country.  A  35%  cut- 
back in  exports  to  the  U.S.  would  have  significant  impact  in  making  their  price 
hikes  stick  should  American  consumers  be  denied  access  to  Rhodesian  ore. 

Not  only  did  the  Byrd  Amendment  force  reductions  in  Soviet  prices,  our  de- 
pendence upon  the  U.S.S.R.  as  a  source  for  this  critical  material  has  been  signifi- 
cantly reduced  as  the  following  chart  demonstrates  : 

PERCENTAGE  OF  ALL  U.S.  CHROME  IMPORTS  FROM  THE  U.S.S.R. 
[Thousand  short  tons/chrome  content] 


All  countries  1967  1968        1969  1970  1971  1972  1973  i  1974 

Metallurgical  grade: 

Chromite  ore  .  282  258  276  364  335  325.5  191.4  226.6 

High-carbon  feriochrome..-. 5.6  5.2        10.7  7.5  26.9  44.0  69.0  65.5 

Low-carbon  ferrochrome 32.8  35.7        30.7  18.3  26.9  56.2  30.2  28.7 


Total 320.4      298.9      317.4      389.8      388.8      415.7      290.6       320.8 


U.S.S.R. 


Metallurgical  grade: 

Chromite  ore 165  183         165         225         151      203.4      104.5        124.9 


High-carbon  ferrochrome. 

Lovv-C3rbon  ferrochrome .  1 


Total.- 165.1         183         165         225         151      203.4      104.5        124.9 

Percentage  of  total  chrome  Imports  to  U.S. 
from  U.S.S.R 51.5        61.2        51.9        57.7        38.8        48.9        35.9  38.9 


'  January-November. 

Sources:  U.S.  Bureau  of  Mines;  l\1inerals  Yearbook;  Mineral  Industry  Surveys. 

The  reasons  for  the  relative  decline  in  the  Soviet  dominance  in  the  American 
chrome  market  can  be  traced  directly  to  two  factors  : 

1.  Chromite  ore  imports  have  steadily  declined  since  1970,  while  ferrochrome 
imports  have  dramatically  increased.  The  Soviet  Union  has  never  been  a  major 
ferrochrome  supplier  to  U.S.  consumers.  While  the  U.S.S.R.  continues  to  enjoy 
a  large  percentage  of  our  ore  imports,  its  relative  importance  as  a  chrome  supplier 
has  been  severely  curtailed  by  the  Byrd  Amendment. 

2.  In  an  attempt  to  shore  up  rapidly  deteriorating  prices  in  the  United  States, 
the  Soviet  Union  placed  an  embargo  on  shipments  of  chromite  for  5  montlis  in 
1973.  Imports  of  metallurgical  grade  chromite  from  the  U.S.S.R."''  in  1973  de- 
creased approximately  50  percent  below  1972  -**  levels.  Although  the  Soviet  chrome 
traders  were  successful  in  their  attempt  to  stem  the  rapidly  falling  price  trend, 
they  sacrificed  a  large  share  of  the  American  market  to  Rhodesian  competition. 


-^  Sf'(»  chnvt   above. 

^'^  This  docrease  was  largely  due  to  contract  nesotiatious  between  the  Soviet  Union  and 
Airco  Alloys  nnd  Carbirle  Division  of  Air  Reduction  Company  a  major  ferrochrome  pro- 
ducer, which  has  long  held  an  exclusive  requirements  contract  with  the  Soviet  Union  for 
metallurjrical  trrade  chromite.  In  Jannar.v  197.S,  tlieir  5-year  contract  expired  and  renejrotia- 
tion  proved  difficult.  During  contract  negotiations;,  impoi-ts  of  Soviet  metallurgical  grade 
chromite  ceased,  and  the  Charleston,  S.C.  plant  of  Alrco  was  forced  to  curtail  operations. 
After  a  new  contract  was  signed,  reportedly  on  terms  much  less  favorable  to  Airco  than 
formerly,  operations  recommenced.  See  hearings  on  H.R.  800.5  et  al.  before  the  Sub- 
committee on  Africa  and  the  Subcommittee  of  International  Organizations  and  Movements 
of  the  House  Committee  on  Foreign  Affairs,  October  5,  1973  (statement  of  E.  F.  Andrews). 
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U.S.  PRODUCTION  OF  FERSGCHROMIUiVl  GROSS  WEIGHT,  SHORT  TOiNS 


1957  1968  1969  1970  1971  1972  1973  i  1974 


Low  carbon 112,  699 

High  carbon  '■ 201,  094 


90.  474 

95,  2S7 

128,  104 

111,861 

68,372 

86,  953 

87,  334 

83,815 

205,  951 

149,  554 

132,  169 

169,525 

234, 102 

216,743 

Total. 313,793      274,289      301,243      277,758      244,030      237,897      321,060       304,077 

•  Projection,  based  on  Production  January  -October  1974. 

-  These  production  figures  are  accurate  vis  a  vis  the  ferrochrome  industry,  but  do  not  reflect  the  amount  of  ferrochrome 
actually  available  to  American  specialty  steel  producers.  First,  the  high  carbon  production  figures  include  amounts  used 
to  produce  \ow  carbcn  ferrochrome.  In  1973,  for  example,  86,958  tons  of  the  high  carbon  ferrochrome  production  (234,102 
tons)  w/as  used  to  make  an  equivalent  amount  of  low  carbon  ferrochrome.  Thus,  high  carbon  available  for  shipment  to 
steel  companies  is  much  less  than  that  actually  produced.  Second,  despite  critical  needs  in  this  country,  over  12,000  tons 
of  ferrochrome  is  exoorted  annually.  Third,  thesa  figures  do  not  take  into  account  conversion  losses  or  chroms  content 
losses  during  the  smelting  process.  These  losses  average  beiv;een  5  and  15  percent. 

Source:  Bureau  of  Mines  Minerals  Yearbook,  Mineral  Industry  Surveys. 

The  reasons  for  the  fall  in  U.S.  productiou  during  the  embargo — and  recovery 
following  the  enactment  of  the  Byrd  Amendment — can  be  traced  to  the  economic 
factors  previously  mentioned. 

Prior  to  the  embargo,  many  U.S.  ferrochrome  producers  relied  heavily  upon 
Rhodesia  as  a  source  for  chromite  ore.  When  sanctions  were  placed  on  the  im- 
portation of  Rhodesian  raw  materials,  these  producers  were  placed  in  an 
untenable  position. 

Without  a  guaranteed  supply  of  ore,  production  of  ferrochrome  was  on  a 
day-to-day  basis  for  several  companies.  At  the  same  time,  newly  enacted  pollu- 
tion control  laws  required  huge  expenditures  for  new  environmental  protection 
equipment.  Many  companies  were  understandably  reluctant  to  make  the  large 
capital  outlays  necessary  for  modernization  of  their  plants  without  some  assur- 
ance of  a  stable  ore  supply.  Several  simply  closed  their  doors ;  others  kept  their 
facilities  operating  as  long  as  possible,  or  shifted  to  other  ferroalloy  production. 

One  company,  Airco  Alloys,  was  in  the  enviable  position  of  having  a  long-term, 
exclusive  contract  with  the  Soviet  Union.  Although  Soviet  prices  escalated 
sharply  during  the  embargo  period,  the  Russian  contract  enabled  Airco  to  main- 
tain its  facilities  and  comply  with  the  new  pollution  laws.  By  the  time  the  Byrd 
Amendment  was  passed,  the  American  ferrochrome  industry  was  in  disarray. 
Unable  to  make  necessary  capital  improvements  during  the  embargo  period,  most 
of  the  ferrochrome  companies  which  remained  were  incapable  of  capitalizing  on 
the  renewed  availability  of  Rhodesian  chromium.  The  effects  of  the  embargo  thus 
were  felt  even  after  it  had  been  lifted.  Several  firms,  including  Foote  Mineral 
Company  and  Ohio  Ferroalloys  Corporation  announced  their  withdrawal  from 
the  marketplace. 

For  Airco  and  others,  however,  the  situation  was  different.  They  had  main- 
tained their  plants  during  the  embargo,  and  now  were  able  to  take  advantage  of 
sharply  reduced  ore  prices  offered  by  Rhodesia.  This,  in  turn,  forced  the  Russians 
to  cut  their  prices.  The  remaining  companies  were  even  alile  to  withstand  a  0- 
month  boycott  due  to  the  newly-available  Rhodesian  product.  The  Soviet  monop- 
oly broken,  American  ferrochrome  production  increased  dramatically  in  1973, 
reversing  the  trend  which  had  prevailed  during  the  embargo. 

U.S.  stocks 

Government  Stockpile — The  stockpile  of  high-  and  low-carbon  ferrochrome  has 
been  relatively  stable  over  the  past  five  years,  but  must  be  regarded  in  the  same 
terms  as  metallurgical  chromite  ore,  i.e.,  much  of  the  apparent  stockpile  is  useless 
to  the  specialty  steel  industry  "■  The  entire  low  carbon  stockpile,  for  example,  is 
obsolete."'  Administration  proposals  for  disposing  of  high-carbon  reserves  would 
deplete  the  stockpile  to  less  than  2  weeks'  supply.^" 


-"Metnls  Week,  December  IS.  1972. 
2«:\Tetalis  Week,  April  16,  197.3. 

='  The  Administration   stocknile   ohjective   for  high-fiuality.   lii£rh-carbf>n   ferrochrome   is 
11.47G  tons.  In  October  197-1.  20,542  tons  were  consumed  by  the  American  steel  industry. 
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At  current  rates  of  consumption,  the  high -carbon  ferrochronie  stoelcpile  would 
he  depleted  in  IG  months^" — a.ssuming  Congress  approves  the  Administration 
re(]uest  for  disposal.''^ 

Industry  Stoclvs — IIigh-earl»on  ferrochrome  industrial  stockpiles  are  currently 
siillicient  "for  about  2  months  at  existing  consumption  rates.'"  Low-carlion  ferro- 
chromium  stockpiles  have  been  steadily  decreasing  since  1971,  largely  due  to 
increased  use  of  ai-gon-oxygen  and  similar  refining  methods  by  the  specialty 
steel  industry. 

Foreign  sources  of  ferrochrome 

Declining  U.S.  i)roduction  of  ferroehromium  coincides  with  increasing  domestic 
demand  for  these  products.  In  IJtOS,  domestic  ferroclivome  producers  could  have 
supplied  approximately  95  percent  of  the  U.S.  steel  industry's  demand.  By  1974 
that  figure  had  fallen  more  than  30  percent.""^ 

It  is  si,giiificant  that  of  the  20  countries  exporting  ferrocliromium  to  the  United 
States,  only  three  have  significant  indigencms  deposits  of  metallurgical  grade 
chromite  of  these  countries,  Rhodesia  and  South  Africa,  currently  supply 
approximately  64  percent  of  all  U.S.  charge  grade  ferroehromium  imports. 

Rhodesia  alone  supplies  American  consumers  with  almost  Y^  of  their  total 
ferrochrome  requirements. 

PERCENTAGE  OF  ALL  U.S.  CHROME  IMPORTS  FROIVl  RHODESIA 
[Thousand  short  tons/chrome  content] 


All  countries 

1972 

1973 

11974 

Metallurgical  grade  chromite  ore 

High-carbon  ferrochrome 

Low-carbon  ferrochrome 

325.5 
44.0 
46.2 

191.4 
69.0 
30.2 

226. 6 
65.5 
28.7 

Total 

415.7 

290.6 

320.8 

Rhodesia: 

Metallurgical  grade  chromite  ore 

31.3 
6.8 
1.7 

20.7 

31.5 

2.5 

31.7 

High-carbon  ferrochrome. 

20.0 

Low-carbon  ferrochrome 

3.5 

Total 

39.7 

54.8 

55.2 

Percentage  of  total  chrome  imports  to  United  States  from  Rhodesia 

9.5 

18.8 

17.2 

January-November. 

Since  a  great  portion  of  South  African  ferrochrome  is  also  dependent  upon 
Rhodesian  ore,  this  country's  increasing  dependence  upon  Rhodesia  as  a  source  of 
supply  is  clear. 

This  supply-demand  relationship  becomes  more  compelling  when  the  following 
factors  are  considered  : 

1.  Imports  of  high-carbon  ferrochrome  continued  to  rise  in  1974  and  exceeded 
Ihe  combined  imports  of  1967-1971."* 

2.  New  foreign  sources  of  ferrochrome  are  either  unavailable  to  American  in- 
dustry or  are  inadequate  for  even  current  needs.  Finland,  Brazil,  and  Turkey 
have  been  suggested  as  possible  alternative  sources  for  ferrochrome  should  the 
Rhodesian  embargo  be  reimposed.""  These  sources  are  more  apparent  than  real. 


""Mineral  Industry  Surveys. 

^'  The  Administration  has  proposed  the  disposal  of  390,52.5  tons  of  high-carhon  ferro- 
chroTne — 97%  of  the  existin.s?  stockpile  would  be  sold. 

=- Between  January  and  October  1974.  the  t'nited  States  steel  Industry  consumed  241.179 
short  tons  of  hi,ah  carbon  ferroehromium.  If  consumer  .stocivs  are  added  to  ferroalloy 
industry  stocks  of  high  carbon  ferroehromium,  industrial  stocks  totaled  ;>1.125  tons  on 
October  31,  1974 — or  enough  for  about  2  months'  consumption.  See  Mineral  Industry 
Surveys. 

■'■'■'  In  1968.  274,298  tons  of  ferrochrome  were  produced  in  the  United  States  ;  the  steel 
industry  consumed  280,80.5  tons.  Between  January  and  October,  1974  ferroehromium  pro- 
duction was  2.53.379  tons  while  consumittion  had  risen  to  388.127  tons. 

31  High  carbon  ferrochrome  imports  from  1967-1971  totaled  56.290  short  tons  (chrome 
contained).   Imports  between  January  and  November  1974  totaled  65,471   tons. 

^^  See  e.g.  statement  of  Edgar  Lockwood,  Director,  Wasiiington  office  on  Africa  before 
the  subiommittee  on  Africa  and  the  subcommittee  on  International  organizations  and 
movements  of  the  House  Committee  on  Foreign  Affairs,  October  5,  1973. 
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Finland,  one  of  the  countries  mentioned  as  a  possible  supplier/^  has  less  than 
-0.3  percent  of  the  world's  chroniite  reserves.'^'  With  heavy  government  subsidiza- 
tion, a  Finnish  company  "^  has  succeeded  in  producing  small  quantities  of  high- 
carbon  ferrochrome  from  low-grade  domestic  ove.^  However  the  final  product  is 
of  such  low  quality  as  to  be  largely  useless  in  specialty  steel  production.''" 

Without  continued  subsidization,  this  low  quality  ferrochrome  would  be  un- 
salable on  world  markets,  even  if  it  were  available  in  sufficient  quantities. 

Brazil's  resources  of  chroniite  ore  are  still  speculative,  but  could  develop  over 
the  next  decade.  Unfortunately,  plans  for  expanding  the  miniscule  Brazilian 
ferrochrome  industry  are  largely  embryonic."  The  single  largest  chromite  mining 
project  in  Brazil — designed  to  raise  that  country's  production  to  lOO.GOO  tons  per 
year  by  the  end  of  the  decade,*'  has  been  stalled  due  to  economic  problems.^* 
Even  if  the  established  goal  should  be  reached,  however,  the  quantity  and  qualitj' 
of  the  ore  mined  wovild  be  insufficient  to  meet  the  minimum  ferrochrome  require- 
ments of  its  financial  backers :  The  Japanese  ferroalloy  industry  and  the  Japa- 
nese government."  Assuming  the  financial  problems  are  solved  and  every  produc- 
tion goal  is  attained,  Japan  has  been  guaranteed  half  the  output  with  options 
on  the  remainder. 

Turkey  is  in  a  similar  po.sition  to  Brazil.  Possessing  only  2  percent  of  the 
world's  metallurgical  grade  chromite  reserves,  Turkish  producers  have  recently 
signed  a  long-term  contract  with  the  Japanese  government  to  supply  a  majority 
of  Turkish  production  to  Japanese  ferroalloy  producers.*"  The  question  of  whether 
the  American  government  should  have  made  similar  arrangements  with  foreign 
suppliers  is  moot.  The  American  steel  industry  has  already  been  foreclosed  from 
the  majority  of  alternative  ferrochrome  sources. 

3.  Despite  the  booming  marivct  for  ferrochrome  and  record  consumption  levels, 
ferrochrome  imports  have  become  increasingly  concentrated.  Imports  of  ferro- 
chrome from  countries  lacking  indigenous  supplies  of  chroniite  ore  are  rapidly 
declining.  West  Germany,  for  example,  is  80  percent  below  1971  levels,*"  while 
Sweden,  Norway  and  France  have  fallen  both  in  the  percentage  of  ferrochrome 
they  supply  to  the  American  market,  and  the  actual  tons  shipped  to  the  United 
States.*'  Japan,  currently  one  of  the  major  exporters  of  ferrochrome  to  the 
United  States,  is  experiencing  a  critical  shortage  in  its  domestic  market.*®  Faced 
with  increasing  demand  and  declining  domestic  production,  Japan  will  become  a 
net  importer  of  ferrochrome  this  year.*"  By  1975,  up  to  30  percent  of  Japan's 
ferrochrome  requirements  will  be  imported."" 

Japan's  inability  to  supply  even  its  domestic  needs  illustrates  the  decline  of 
ferroalloy  industries  in  countries  lacking  chroniite  ore. 

This  decline  reflects  the  growing  reluctance  of  Rhodesia  and  South  Africa  to 
sell  raw  material  on  the  world  market  at  the  expense  of  their  domestic  industry. 
During  the  sanctions  period,  it  was  possible  for  American  specialty  steelmakers 
to  purchase  ferrochrome  from  domestic  or  foreign  suppliers — albeit  at  an  inflated 
price.  With  the  burgeoning  development  of  Rhodesian  and  South  African  ferro- 
chrome industries — both  utilizing  Rhodesian  ore — chromite  ore  will  inevitably 
become  less  available  to  third  countries  as  well  as  the  United  States.  American 
specialty  steelmakers  will  thus  be  effectively  "frozen  out"  of  a  supply  for  this 
critical  material. 


38  Id. 

"'Finland's  total  chromitp  reserves  are  only  7,500,000  tons,  none  of  -which  is  metallurgi- 
cal grade.  See  Burean  of  Mines  Bulletin. 

•■'•'*  Outokompii  Oy  Co.,  the  primary  Finnish  producer,  receives  subsidies  from  the  govern- 
ment of  Finland  which  pay  for  approximately  half  of  all  production  costs. 

■"Finland's  total  ferrochrome  capacity  is  less  than  .50,000  tons  per  year. 

^"  Finnish  ferrochrome  is  not  only  of  inferior  chrome  content,  but  contains  excessive 
"fines"  reducing  its  usefulness  in  steel  malting.  It  can  be  economically  employed  only  if 
the  Finnish  government  snb.sidies  can  reduce  the  price  to  approximately  half  that  of  tlie 
high-ouality  Rhodesian  ore. 

"  See  Minerals  Yearbook,  1971  ed. 

'-  Id. 

*"  See  American  :STetal  MarJ^ct,  October  10.  197.'i. 

"•^  The  Japanese  Ministry  of  International  Trade  and  Industry  recently  announced: 
"from  around  107.5,  .Tapan  will  have  to  fill  20  to  30  percent  of  its'demand  for  ferroalloys 
with  imports.  In  1977,  therefore,  Japan  will  have  to  import  nearly  1  million  tons  of 
ferroalloys"  Id. 

'^  Mineral  YearhooTc,  supra,  note  41. 

^•^  See  chart,  p.  3S. 

•i"  /.'/. 

■"'  See  Japan  Metal  Bulletin.  .lulv  19,  1D73. 

*"  See  note  44  supra. 

^  Id. 
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CONSUMPTION 

A  restricted  supply  of  ferrochrome  would  cause  serious  problems  not  only  to 
tlie  American  specialty  steel  industry,  but  to  the  entire  country.  As  mentioned 
previously,  cliromium  is  a  critical  material,  essential  to  a  wide  variety  of  defense 
and  civil  applications. 

Industry  projections  indicate  stainless  steel  shipments  will  increase  to  about 
1.5  million  tons  by  1975,  reaching  2.3  million  tons  by  1980.^^  Between  now  and 
the  end  of  tlie  decade,  the  specialty  steel  industry  will  need  at  least  750  thousand 
tons  of  ferrochrome — assuming  no  clianges  are  made  in  current  ecological  de- 
mands.^ Recently  announced  EPA  standards  radically  alter  these  projections. 
As  it  now  stands,  automobile  emission  control  units  will  employ  10  pounds  of 
stainJess  steel  per  car.  This  would  require  50,000  tons  of  stainless  steel  per  year 
for  this  application  alone.'*^ 

Reaching  even  minimum  levels  of  specialty  steel  production  may  be  difficult, 
however,  if  ferrochrome  availability  is  artificially  restricted.  Even  if  the 
Rhodesian  sanctions  are  not  reimposed.  United  States  steelmakers  must  compete 
wirh  other  countries  for  ferrochrome.  Third  country  demands  for  chromium 
over  the  next  25  years  are  anticipated  to  exceed  those  of  the  United  States  by 
335  percent,  reacliing  84.1  million  tons  by  the  .vear  2000.^' 

The  effect  of  the  supply -demand  squeeze  is  already  being  felt  in  this  country 
and  elsewhere.  Japan,  which  produces  nearly  twice  the  ferrochrome  as  the 
United  States,^  was  50,000  tons  short  for  domestic  requirements  last  year.*^" 
Prices  for  high  carbon  ferrochrome  increased  over  30  percent  in  the  Japanese 
market  during  1973. 

U.S.  METALLURGICAL  Ify'DUSTRY  CONSUMPTION  OF  FERRCCHROIV.IUM 
[Gross  weight,  short  tons] 


1968  1969  1970  1971  1972  1973  i  1974 


Low  carbon 152,215      159.267      152,737      127.082      123,107      150,733        176,333 

High  carbon 135,830      141,247      117,746      12b,  111      189,986      259,190        289,415 


Total 288,045      300,514      270,483      253,193      313,093      409,923       465,753 

'  Projection,  based  on  consumption  January-October  1974. 

Source:  Bureau  of  i'.lines  f/Iinerals  Yearbook,  MinerEl  Intlustry  Surveys. 

Until  recently,  every  major  steel-producing  country  in  the  world  except  the 
United  States  iiad  imposed  .strict  export  controls  on  chromium-bearing  scrap. 
Recent  action  by  the  Commerce  Department  to  restrict  American  exports  of  scrap 
demonstrates  the  critical  availability  problem  now  facing  American  steelmakers. 
Reimposition  of  tiie  Rhodesian  embargo  would  necessarily  convert  a  serious 
problem  into  a  crisis. 

A.'^iue  from  cutting  off  over  60  percent  of  current  high  carbon  ferrochrome  im- 
ports, U.S.  consumers  could  expect  to  pay  highly  inflated  prices  for  the  remainder 
that  was  available.  In  1974  for  example,  the  Rhodesian  price  of  $316/ton  for  high 
carbon  ferrochrome  was  60  percent  below  the  Japanese  average  and  ^50/ton 
below  that  offered  by  German  and  Norwegian  producers."''  Intense  pressure  on 
these  limited  markets  cannot  help  but  drive  these  prices  even  higher. 

Cost  escalation  is  serious  at  any  time,  but  becomes  even  more  so  when  foreign 
steel  producers,  free  to  evade  tlie  embargo  as  tliey  have  done  since  1907,  are  able 
to  procure  their  raw  materials  for  as  much  as  30  percent  below  the  cost  to  Ameri- 
can steelmakers.  Although  chromium  accounts  for  an  average  of  only  16  percent 
of  stainless  steel  content,  it  represents  fully  25  percent  of  the  raw  materials  cost 
for  stainless  production.  Reimposition  of  the  embargo  would  give  foreign  pro- 
ducers an  automatic  6  percent  cost  advantage  over  American  steelmakers ;  a  fac- 


51  American  Metal  Market,  Mav  23,  1973. 
5-  Id. 

53  Id.  NMAB  Report. 
5*  Id.  Bureau  of  Mines  Bull. 

53  The  Japan  Metal  Bulletin  of  June  9,   1973.  reports  that  in  this  fiscal  year,  306,000 
tons  of  hljrh-ciirbon  ferrochrome  would  be  produced. 
5«  The  Janan  Metal  Bulletin,  .Tuly  19.  1973. 
5' FT  240:  Imports  TSUSA  Commodity  by  Country,  U.S.  Department  of  Commerce. 
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tor  that  would  likely  accelerate  in  the  future.  The  penetration  of  foreign  specialty 
ateel  into  llio  American  market  would  almost  inevitably  increase.  Xot  only  would 
the  resulting  economic  impact  he  severe,  hut  Rhodesian  chromium  would  enter 
this  market  in  the  form  of  stainless  steel — as  it  did  during  the  sanctions  period — 
nullifying  the  already  dubious  impact  of  the  sanctions  themselves. 

The  crux  of  the  problem  facing  United  States  producers  has  been  aptly  stated 
by  F.  E.  Brantley,  Physical  Scientist,  Division  of  Mineral  Studies  of  the  Bureau 
of  Mines  of  the  Department  of  Interior : 

The  lack  of  high  grade  chromite  reserves  is  a  basic  and  continuing  ]n-oblem 
faced  by  the  United  States.  Loss  of  access  to  high-grade  foreign  sources  of  supply 
could  become  a  serious  problem  over  the  long  term.  A  main  concern  is  foreign 
policy,  which  should  recognize  in  advance  mineral  problems  that  could  affect 
vital  segments  of  domestic  industry  and  defense.'* 

The  only  certain  effect  of  the  sanctions  would  lie  to  injure  an  American  in- 
dustry and  restrict  this  country's  ability  to  meet  the  technological  requirements 
o£  the  coming  years. 

Mr.  Andrews.  "With  your  permission,  I  would  like  to  speak  totally 
extemporaneously.  I  have  six  short  points — I  hope  they  will  be  short — • 
that  I  would  like  to  make.  I  have  been  very,  very  interested  and  very, 
very  concerned  with  some  of  the  things  that  I  have  heard  so  far  this 
afternoon. 

With  regard  to  the  sanctions  which  seem  to  have  such  great  im- 
portance, I  have  just  returned  from  Rhodesia  within  the  last  several 
Aveeks.  I  was  in  South  Africa,  Rhodesia,  talking  personally  with  jMr. 
Smith.  Bishop  Muzorewa  and  other  Government  and  business  people. 

Lefs  take  the  j^oints  one  at  a  time.  Xow  I  will  tick  them  off  and  be 
glad  to  speak  to  them  v»'hen  I  have  completed  if  that  is  agreeable  with 
you,  sir. 

IMr.  Fascell.  Fine.  Go  ahead. 

Mr.  AxDREWs.  Sanctions.  History  has  showm  that  economic  sanc- 
tions have  l)een  a  total  failure  to  bring  about  political  change.  The  last 
time  the  United  States  tried  this  was  against  Castro  and  all  we  did 
was  succeed  in  losing  a  million  pounds  of  U.S.  Government  owned 
nickel  Avhich  w-as  hauled  out  by  Riitish  ships  to  French  ports  and  de- 
livered to  Haiphong  FLarbor  to  be  shot  back  at  us  in  Vietnam.  That  was 
a  sanction. 

Sanctious  in  Rhodesia  have  totally  failed,  they  have  had  no  effect. 
Their  GXP  has  grown  in  average  rate  in  real  terms  6.7  percent.  Tlieir 
highest  inflation  Avas  8  percent  and  it  averages  8  percent.  Their  mill 
and  mine  capacity  has  almost  doubled.  Their  international  trade  bal- 
ance is  greater  tlian  it  was  in  real  dollars  before  the  sanctions  were 
imposed  upon  them. 

The  one  thing  they  were  concerned  abotit  was  that  their  tobacco 
crop  would  be  destroved  because  it  was  not  a  critical  or  strategic 
material  so  they  subsidized  the  farmers,  built  great  warehouses,  stored 
up  ;>  years  supply  of  tobacco  in  anticipation  of  going  bankrupt  in 
th.at  industry.  When  I  was  there  this  year  all  of  the  warehouses  Avere 
empty,  they  had  exported  the  tobacco.  There  has  been  light  industry 
put  in  those  buildina'S  and  they  had  a  program  of  trying  to  increase 
acreage  of  tobacco.  Sanctions  have  failed  in  Rhodesia. 

I  stood  on  Victoria  Falls  Bridge  and  I  watched  train  after  train 
after  train  cross  the  Victoria  Falls  Bridge  with  agricultural  products, 
food  that  they  needed  because  of  the  drought  and  the  lack  of  food  in 
these  northern  African  countries.  I  slept  in  the  Monatotapa  Hotel 

^^  Bureau  of  Mines  Bull.  2C>1-26.'J. 
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which  is  an  18-story  beautiful  hotel  that  Trould  beat  anything  Pitts- 
burgh has,  and  it  was  there  1  year  ago.  This  is  the  country  we  are 
hurting  ? 

I  spoke  to  Bisliop  ^NIuzoreAva  and  I  said,  "Have  the  sanctions 
worked?"  He  said.  "I  would  like  to  see  them  left  on  because  they 
aggravate  Mr.  Smith." 

The  sanctions  ha\e  failed — totally'  failed. 

I  saw  many  plants  with  Japanese.  German,  French,  and  Italian 
equipment  in  it.  I  will  tell  you  one  thing  I  have  noticed  during  the 
sanctions.  In  1967,  7  out  of  10  automobiles  on  the  road  in  Rhodesia 
were  U.S.  made.  Xow  you  don't  see  a  one  but  you  see  an  awful  lot  of 
Datsuns,  Citroens,  Volkswagens,  and  Eenaults.  I  think  sanctions  have 
failed  and  it  is  time  that  we  took  a  totally  new  approach. 

Incidentally,  I  will  mention  another  very  interesting  thing.  Up 
rintil  a  sliort  while  ago  the  United  States  v.-as  the  only  producer  of 
cotton  ginning  equipment  until  we  tore  dovvii  a  plant  in  Texas  and 
moved  to  Brazil.  They  were  second  but  because  Rhodesia  has  a  large 
cotton  crop  they  built  tJieir  own  and  are  now  the  largest  in  competition 
to  us  in  tlie  vrorld.  Wc  have  hurt  them  terribly.  Sanctions  have  failed. 
Point  tv\'o.  I  hear  all  the  time  that  we  should  put  these  sanctions 
on  because  of  Rhodesia's  horrendous  apartheid  policies.  Rhodesia  has 
no  apartheid  policies.  That  is  a  word  meaning  separate.  Nov/  what  you 
have  in  Soutli  Africa  are  apartheid  policies  :  black  toilets,  white  toilets, 
black  restaurants,  white  restaurants,  blacks  in  the  back  of  the  bus. 
We  had  apartheid  in  the  United  States  and  it  took  us  a  long  time  to 
get  rid  of  it.  Whites  on  one  plane,  blacks  on  one  plane,  whites  on  one 
playing  field,  blacks  on  the  other. 

You  have  apartheid  in  South  Africa,  you  have  apartheid  in  ^^Loscow. 
I  got  off  a  plane  in  Moscow  and  got  a  cab.  He  was  not  permitted  to 
park  where  the  rest  of  the  cabs  did.  I  asked  why  and  he  said 
because  he  was  Jewish  he  had  a  separate  place  at  the  back  of  the  line. 
You  have  apartheid  in  Russia  and  in  Uganda.  You  do  not  have  it  in 
Rhodesia.  There  is  no  hotel  separation.  The  person  next  to  me  in  the 
Monatotapa  Hotel  vras  a  black  man  and  his  wife.  Sitting  at  the  next 
table  in  the  dining  room  were  four  black  people;  they  are  tliere  all 
the  time.  There  was  multiracial  sports  in  Rhodesia '  before  Jaclde 
Robinson  was  ever  permitted  to  walk  on  a  baseball  field  in  New  York. 
Black  people  can  belong  to  a  labor  union.  There  is  no  job  segresja- 
tion.  There  are  no  jobs  exclusively  for  blacks  and  whites.  The  black 
man  can  have  the  job  and  he  can  have  tlie  same  pay  if  he  gets  the  job. 
There  is  no  apartheid. 

Point  three  is  the  moral  issue.  We  stand  morally  for  the  rights  of 
all  the  oppressed  people  of  the  world.  Congressrnan^Buchanan,  in  your 
testnnony  before  the  Rules  Committee  on  August  6,  197-1.  vou  said : 
''^Morality  is  not  an  issue  here."  To  put  it  on  Rliodesia  and  not  on  Rus- 


meddling. 

Point  four,  we  have  to  support  the  United  Nations.  I  have  always 
l^een  generally  for  the  United  Nations  but  it  is  mv  understanding  that 
the  only  grounds  on  which  the  United  Nations  can  impose  economic 
sanctions  is  when  there  is  a  threat  to  world  peace. 
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Now  the  army  in  Rliodesia  is  a  great  h\<^  one,  it  is  4,700  total  men 
in  the  Active  Army  of  Rhodesia.  They  have  been  shooting  at  each 
other  over  there  for  0  years  and  they  have  managed  to  rack  up  a  ter- 
rible total  of  721  deaths.  Now  1  is  too  many  but  721  compared  to 
70.000  in  1  year  in  Burnndi — but  we  have  not  heard  mucli  about  that. 

Even  Secretary  Kissinger,  I  believe,  before  the  Banking  and  Fi- 
nance Committee  said  to  Senator  Byi'd  that  he  allowed  as  how  Rho- 
desia was  not  really  a  threat  to  world  peace.  Well,  what  should  we  do 
with  tlie  United  Nations?  It  is  my  understanding  that  the  TTnited 
Nations  was  created  for  the  purpose'of  debate,  for  the  purpose  of  hear- 
ing the  world's  issues,  and  yet  it  has  already  been  pointed  out  here  this 
morning  vrhen  they  disagreed  with  one  nation,  Israel,  they  "muzzled"' 
them — I  believe  that  was  the  Avord  that  was  used. 

They  told  South  Africa,  a  member  nation,  to  go  sit  in  the  bleachers 
and  keep  still  but  yet  the  first  rule  of  the  ITnited  Nations 
is  tliat  we  will  not  interfere  with  the  internal  policies  of  a  member  na- 
tion. ''We  don't  w^ant  to  talk  to  you  if  you  don't  say  what  we  want  to 
hear,"  and  yet  during  all  of  this  time  not  one  person  from  Rhodesia, 
the  Smitli  government,  has  ever  been  invited  to  even  talk  to  the  Secu- 
rity Council  of  the  United  Nations  and  I  understand  our  Government 
has  never  talked  to  anybody  from  the  Smith  regime. 

We  talked  to  everybody  else  about  it  but  we  never  talked  to  them, 
we  never  listened  to  their  side  of  the  story.  Yet  as  has  been  pointed 
out,  w^e  will  take  a  man  with  blood  on  his  hands  and  a  pistol  on  liis 
hip  and  give  him  pomp  and  ceremony  as  the  head  of  state  in  the 
United  Nations. 

I  think  Ambassador  Scali  was  right  v/hen  he  said  the  American 
people  were  not  going  to  tolerate  the  tyranny  of  an  irresponsible 
majority.  I  was  happy  to  see  Mr,  Daniel  Moynihan  in  today's  New 
York  Times  sav.  "It  is  time  for  the  United  "^States  to  start  raising 
hell  with  the  United  Nations  and  drop  its  defensive  attitude  toward 
the  new  United  Nations  majority  of  Third  World  comitries."  He 
said  that  the  United  States  should  do  so  by  criticizing,  attacking 
the  majority,  hammering  away  at  its  weak  points,  and  displaying  a 
new  spirit  of  initiative  and  leadership  and  standing  for  principle. 
I  think  you  have  to  agree  with  Mr.  Moynihan. 

Point  five,  the  economic  issue.  There  is  no  way  that  anyone  can 
come  up  and  show  that  this  makes  economic  sense  to  the  United 
States.  We  might  argue  over  how  much  the  cost  is  but  nobody  has 
been  able  to  show  that  there  is  a  profit  for  us. 

Now  if  I  may,  sir,  I  would  like  to  move  to  the  chart.  I  hope  you 
can  hear  me  all  right. 

Wliat  everybody  is  usually  talking  about  here  is  chromite  and 
they  get  it  all  mixed  up  with  ferrochrome.  Now  there  is  how  much 
chromite  we  have  used  during  this  period  of  time  and  it  is  generally 
a  straight  line.  Here  is  the  Government's  stockpile  which  is  now, 
incidentally,  at  a  20-year  low.  Here  is  the  U.S.  industry  stockpile 
which  is  also  at  a  disastrous  low  if  you  look  at  that  as  the  total  stock- 
pile, and  that  is  in  annual  use. 

Mr.  Fascell.  Mr.  Andrews,  for  the  record  just  to  make  it  clear, 
as  you  point  to  the  lines  would  you  identify  for  the  record  what  you 
are  talking  about. 

Mr.  Andrews.  This  is  the  line  of  U.S.  consumption  of  chromite. 
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Mr.  Fascell.  Which  is  ? 

Mr.  Andrews.  Approximately  1  million.  We  are  talking,  of  course, 
metallurgical. 

Mr.  Fascell.  1  million  short  tons  ? 

Mr.  Andrews.  Yes.  This  is  the  amount  that  is  left  in  the  U.S. 
stockpile  which  is  approximately  2.5  million  tons  and  this  is  the 
amount  that  is  in  the  hands  of  industry  which  is  approximately — I 
have  not  seen  the  December  figures.  November  is  the  last  one  out 
'out  3G(i.(H)0  tons,  something  of  that  nature.  All  declining;  eTerything 
going  down.  We  produce  none  in  the  United  States,  the  point  being 
that  when  this  is  gone  we  are  totally  relying  upon  imports. 

Now.  we  have  heard  a  great  deal  about  why  hasn't  the  Eliodesian 
chromite  gon.e  up.  This  is  a  very  simple  thing.  When  the  sanctions 
Avere  put  on  you  had  six  producers  of  f  errochrome.  Two  of  them  bought 
generally  from  Russia,  one  bouglit  from  Turkey  and  the  other  three 
bought  from  Ehodesia. 

Now  wliat  you  did,  you  shut  off  Rhodesia  and  the  three  that  bought 
from  Rhodesia  went  out  of  business  and  never  came  back.  So  of  course 
chromite  purchases  from  Rhodesia  never  went  back  up  but  chromite 
purchased  from  Russia  remained  relatively  stable.  The  ones  buying 
from  Rhodesia  tried  desperately  to  survive.  I  said  to  the  State  Depart- 
ment in  1967  that  if  we  leave  these  sanctions  on  2  to  3  3'ears,  you  will 
destroy  three  of  the  six  ferrochrome  producers  in  the  United  States, 
and  we  liave  done  that.  So  that  makes  no  economic  sense. 

Let's  look  at  the  ferrochrouie  situation.  As  a  result,  our  ferrochrome 
production  is  generall}'  stabilized.  You  may  wonder  why  it  has  gone 
up  a  little  bit.  It  is  because  of  an  increase  in  high  carbon  ferrochrome 
to  low  carbon  ferrochrome.  Because  of  the  melting  practice  we  have 
been  able  to  use  more  high  carbon  which  tends  to  increase  our  available 
capacity.  You  have  probably  seen  the  last  ferrochrome  plant  built  in 
the  United  States  you  will  ever  see.  It  is  stabilized  and  it  is  only  going 
to  be  able  to  provide  a  diminishing  percent  of  our  annual  needs  and  we 
must  look  to  the  world  ferrochrome  producers  now.  That  is  wh}'  ferro- 
chrome has  gone  up  and  chromite  has  not. 

Now  take  your  Bureau  of  Mine  numbers,  if  you  will,  and  pick  those 
apart.  We  are  working  right  from  these  sheets,  and  you  will  find  that 
close  to  TO  percent  of  that  right  there  either  comes  from  Rhodesia  or 
is  based  on  Rhodesian  ore.  It  is  essential  to  us  and  we  cannot  get  along 
without  it. 

Now  with  I'egai'd  to  the  price,  the  Russians  being  very  good  capital- 
ists have  anticipated  by  the  very  existence  of  this  bill,  sir.  that  we 
would  impose  the  sanctions.  At  the  end  of  1974  the  price  of  Russian  ore 
was  $70  a  ton.  It  is  now  $140  a  ton  and  that  is  only  the  beginning. 

Rhodesian  ore  is  selling  at  less  than  that  and  they  waited  a  long- 
time to  even  raise  to  that,  they  were  not  sure  they  were  going  to.  I  was 
there  at  the  time.  But  what  is  more  im])ortant  is  recognizing  this  very 
short  inventory  as  shown  on  the  charts.  The  Russians  not  only  said 
that  the  price  is  $140  a  ton.  but,  "We  are  cutting  shipments  35  percent 
because  we  would  like  to  get  your  inventories  clown  even  more  so  when 
the  sanctions  go  on  we  have  really  got  you." 

Now  the  two  producers  who  buy  Russian  ore  have  been  cut  back  35 
percent.  During  the  Cyprus  situation  the  one  who  buys  Turkish  ore 
was  cut  off  and  he  turned  to  Rhodesia  and  received  Rhodesian  ore.  But 
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Avlicn  tlie  crisis  arose  with  the  Iviissian  cutback,  the  other  two  ])ro- 
ducers  jihiced  a  70,000-ton  order  with  Ehodesia,  and  I  vras  there  when 
that  order  was  placed  witli  Ehodesia. 

Tli.e  lihodosJans  said,  ''What  shoukl  we  do?  The  Eussians  are  doing 
tJiis  in  order  to  force  down  inventories  in  tlie  United  States  and  have 
a  total  monopoly  at  any  price  they  want.  We  are  sitting  here  Avith 
chrome  ore.  Should  we  send  it  knowing  that  the  sanctions  might  be 
put  on  before  tlie  boats  hit  the  dock?"" 

I  said,  "No,  I  don't  suppose  I  would  if  I  were  in  your  shoes."' 

So  the  very  existence  of  this  bill  is  novr  raising  our  prices  and  caus- 
ing our  shortages  to  further  increase. 

Point  six,  and  with  this  I  will  hurry  to  a  close 

Mr.  Fascell.  That  is  all  right.  Take  your  time. 

Mr.  ANDREWS.  Xow  I  would  like  to  speak,  if  I  may.  about  the  politi- 
cal situation — it  seems  to  come  to  that  all  the  time  really  as  I  guess 
you  said  in  the  rules  hearing  also.  Congressman,  but  it  gets  to  be 
probably  the  main  concern. 

I  have  been  a  little  bit  surprised  at  some  of  the  things  here.  I  was 
in  Ehodesia  during  the  Lusaka  meetings  and  during  the  subsequent 
talks.  If  I  may  use  this  map,  here  is  the  situation.  Everybody  antici- 
pated that  when  the  Frelimo  took  over  in  Mozambique  that  Ehodesia 
would  fall — Smith's  exposed  border  would  not  be  this  little  bit  up 
here  where  the  ZAXU  had  been  raiding  for  all  these  j^ears. 

Incidentally,  there  are  three  main  black  factions  in  Ehodesia.  The 
ZANU  are  backed  by  the  Eed  Chinese.  The  ZAPU  are  backed  by 
jIoscow.  The  nonmilitant  AXC  is  headed  by  Bishop  Muzorewa,  who 
envisions  himself  the  ]\Iartin  Luther  King  of  Mozambique.  He  is  a 
very  fine,  wonderful,  principled,  kind  man  but  he  is  very  concerned 
over  the  fact  that  he  is  being  tied  with  this  bloodshed — bloodshed,  if 
you  can  call  it  that,  700  peo]:)lc.  Many  said,  "It  is  over  when  Mozam- 
bique falls" — the  whole  border  would  collapse  and  fall  but  it  didn't 
happen. 

Now  in  the  first  place  Frelimo  didn't  win.  Lisbon  abdicated.  Fre- 
limo didn't  Avin.  Machel  w^oke  up  one  day  and  found  himself  boss; 
lie  doesn't  know  how  he  got  there  but  he  looked  around  and  he  had 
three  choices.  He  could  look  to  Eed  China  Avho  had  financially  backed 
him  or  he  could  inherit  a  bankrupt  country  or  he  could  ha^-e  detente 
with  the  southern  part  of  Africa  which  could  make  him  a  viable  part 
of  the  southern  Africa  complex. 

He  chose  course  three  and  immediately  contacted  Pretoria  and  Salis- 
bury, l^^iy?  Because  50  percent  of  his  GNP  is  based  on  the  Port  of 
Laurenco  Marques  and  no  leader  is  going  to  shut  down  50  percent 
of  GXP. 

Now  with  that  in  mind,  what  do  we  have  up  here  in  Zambia?  Dr. 
Kaunda  of  Zambia  noted  he  had  a  problem.  His  main  product  is  cop- 
])er.  His  normal  outlet  to  the  sea  is  that  railroad  to  Lourenco  Marques 
but  Avhen  he  closed  the  Victoria  Falls  Bridge  he  had  to  ship  bv  rail- 
I'oad  up  through  Zaire  or  up  through  Angola.  The  Chinese  built  this 
railroad  down  from  Dar  es  Salaam. 

fMr.  Andrews  is  pointing  to  large  map  of  the  area.] 

Two  problems  developed.  One,  he  liaci  a  terrible  drought.  Two,  the 
exodus  of  all  the  technical  competence.  When  he  took  over  the  mining 
liis  mines  were  falling  apart  and  he  was  having  trouble  competing. 
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Tliree,  wlien  copper  prices  fell  out  of  bed  JNIr.  ^Mobutu  of  Zaire  tri- 
pled the  rail  price  on  liim.  Why  ?  Because  one  of  his  big-gest  competi- 
tors in  the  copper  market  is  Zaire.  So  lie  had  a  rather  serious  problem. 
He  looked  nortli  and  he  didn't  like  vrhat  he  saw.  He  saw  Ked  Chinese 
tnd  copper  competition  and  a  drought.  So  what  happened  ^ 

Kaunda  of  Zambia  called  Mr.  Machel  of  ^Mozambique,  and  ^Mr. 
Machel  called  ]Mr.  Khama  of  Botsvrana,  and  ]Mr.  Khama  called  ^Ir. 
Banda  of  ^Talawi,  and  Mr.  Banda  called  Mr.  Nverere  of  Tanzania,  and 
they  all  had  a  big  meeting  and  they  said,  "We  have  to  solve  this  prob- 
lem." So  they  called  up  Mr.  Sithole  of  ZANU  and  they  called  up  Mr. 
Nkoino  of  ZAPU  and  tliey  called  up  Mr.  Chikerema  of  Frolizi  and 
they  called  up  Bishop  IMuzorewa  of  the  A>7G  and  they  had  a  big  meet- 
ing. They  said,  "You  fellows  have  to  get  together  because  jNIr.  Smith 
cannot  deal  with  four  factions,  he  has  to  deal  with  one."  They  agreed 
to  go  together  as  the  AXC  and  the  Lusaka  agreement  began  to  take 
form. 

Xow  who  gets  what  from  where  on  this  thing?  Well,  Mr.  ^lachel 
gains  the  opening  of  his  Port  of  Lourenco  ]Marques  and  50  percent  of 
liis  GNP.  Also  tourism  business  which  he  gets  from  South  Africa  and 
Rhodesia  continues.  Pie  is  not  going  to  shut  that  off,  either.  Also,  he 
gets  technical  assistance  for  his  railroads  and  ports  from  South  Africa 
and  Rhodesia.  Also,  he  is  going  to  get  a  new  port  built.  Tlie  South 
Africans  are  going  to  build  a  rail  line  througii  Dr.  Banda's  MahiAvi. 
Also,  they  are  building  a  power  station  up  on  the  Zambesi  River  at 
Cabora  Bassa  to  sell  electricity  to  Rhodesia.  South  Africa  and  Zambia. 
The  South  Africans  are  already  building  that.  There  are  also  100,000 
laborere  a  year  to  work  in  the  mines  of  Rhodesia  and  South  Africa  and 
the  payolf  in  25  percent  of  their  salary  deposited  in  Mozambique  in 
gold  at  42  cents  an  ounce.  Now  vou  can  see  what  an  indirect  subsidy 
that  is. 

In  like  manner,  what  does  Dr.  Kaunda  gain?  As  I  said,  tliey  will 
build  him  a  new  rail  line ;  therefore,  he  can  tell  ISlr.  Mobutu  to  go  jump 
in  the  lake.  So  now  then  we  have  got  the  problem  where  he  has  his  cop- 
l^er  going  to  market,  he  gets  crops  in  from  Rhodesia  and  technical  as- 
sistance from  South  Africa  and  Rhodesia.  Dr.  Banda  gets  rail  traffic 
and  tourism  and  his  laborers  work  in  Rhodesia  mines.  So  you  have  the 
Lusaka  talks. 

So  what  do  you  have  ?  You  have  the  situation  now  where  Dr.  Kaunda 
of  Zambia,  ^Ir.  ]Machel  of  ]Mozambique,  Mr.  Khama  of  Botswana — 
and  I  am  not  sure  but  what  Angola — are  all  saying  "We  must  form  a 
detente  in  southern  Africa."  It  is  a  necessity  against  the  OAU  and  the 
Afro-Arab  block  above.  They  have  called  for  tliat  detente  and  it  is 
worlving. 

I  would  give  for  your  hearing,  if  I  may,  a  few  quotes  picked  up  in 
Rhodesia.  I  will  leave  these  with  the  committee. 

Dr.  Kaunda  said:  "But  I  must  point  out  to  our  black  and  white 
brothers  and  sisters  in  Rhodesia  that  Tanzania,  Zambia  and  Botswana 
can  only  help.  The  real  solution  laj^s  in  the  hands  of  Rhodesians  them- 
selves." W^e  should  let  them  solve  it. 

Bishop  jMuzorewa:  "W^e  mean  business.  We  are  trying  to  solve  a 
situation,  a  problem  in  this  country,  and  we  do  not  have  time  to  waste 
with  people  who  are  just  out  to  destroy." 

52-22S — 75 i 
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Biithelezi  of  South  Africa :  "I  don't  know  of  any  other  way  of  solv- 
mg  the  problem.  I  am  haj^p}^  that  my  brothers  in  Rhodesia  have  come 
to  a  kind  of  understanding  for  a  settlement." 

Dr.  Gabellah,  Acting  President  of  ANC  (Bishop  Muzorewa  is  the 
Xo.  1  man)  :  ''We  have  room  for  Rliodesians  of  all  races,  and  want  to 
see  jRhodesians  of  all  races  unite  and  move  forward  as  one  nation." 

Mr.  Callaghan,  Foreign  Secretary  of  Britain,  before  the  House  of 
Commons  said  that  the  details  of  a  Rhodesian  settlement  had  to  be 
worked  out  among  the  Rliodesians  themselves  and  it  requires  no  in- 
tervention on  our  part. 

Dr.  Kaunda.  "We  are  serious  about  this  and  we  are  not  going  to 
deal  through  the  press." 

Dr.  Gabellah,  '*We  all  need  courage  now  and  trust  to  dispel  fear  of 
each  other.  I  personally  have  hopes." 

[The  nevrspaper  cpiotes  referred  to  follow :] 

Newspapee  Quotes 
the  rhodesia  heeald 

Dee.  18, 1974,  Lusaka,  President  Kaunda  of  Zambia  : 

Dr.  Kaunda  also  appealed  for  patience  and  understanding  by  the  two  sides  in 
the  search  for  a  just  settlement  to  the  deadlock. 

"But  I  must  point  out  to  our  black  and  white  brothers  and  sisters  in  Rhodesia 
that  Tanzania,  Zambia  and  Botswana  can  only  help,"  he  said.  The  real  solution 
lay  in  the  hands  of  Rhodesians  themselves— lana-Rtr. 

Dec.  IS,  1974,  Bishop  Muzorewa  : 

Bishop  Muzorewa  emphasized  that  the  ANC  was  serious  in  its  intention  to 
seek  a  political  settlement  in  Rhodesia. 

''We  mean  business.  We  are  trying  to  solve  a  situation,  a  problem  in  this 
country,  and  we  do  not  have  time  to  waste  with  people  who  are  just  out  to  de- 
stroy," he  said. 

Dec.  13, 1974,  Durban,  Chief  Gatsha  Buthelezi : 

Commenting  on  the  speech  by  Mr.  Ian  Smith  the  Chief  Executive  of  KwaZulu 
said,  "I  don't  know  of  any  other  way  of  solving  the  problem.  I  am  happy  that  my 
brothers  in  Rhodesia  have  come  to  a  kind  of  understanding  for  a  settlement. 

Dec.  13,  1974,  Durban,  Mr.  J.  N.  Reddy,  South  African  Indian  Council  Execu- 
tive chairman : 

The  South  African  Indian  Council  Executive  chairman,  Mr.  J.  N.  Reddy,  said 
that  any  plan  for  a  peaceful  evolution  of  the  problems  of  Southern  Africa  could 
only  help  to  expedite  the  solution  of  problems  in  South  Africa. 

"Every  South  African  who  wants  to  live  in  i^eace  and  harmony  should  wel- 
come the  moves  by  Mr.  Smith.  The  Rhodesian  announcement,  I  am  sure  is  going 
to  have  a  tremendous  impact  on  South  Africa  and  will  lend  support  to  those 
in  our  country  who  have  a  forward-looking  policy. 

Dec.  17, 1974,  Dr.  Gabellah,  Acting  president  of  ANC  : 

Rhodesian  Africans  had  achieved  unity  and  wanted  to  maintain  it.  Dr.  Gabel- 
lah said,  and  added :  "We  have  room  for  Rhodesians  of  all  races,  and  want  to 
see  Rhodesians  of  all  races  unite  and  move  forward  as  one  nation." 

Dec.  17,  1974,  Mr.  Callaghan.  Foreign  Secretary : 

On  reports  that  Mr.  Sithole  wanted  a  neutral  venue  for  the  contributional 
talks  and  a  neutral  chairman,  the  official  recalled  the  Mr.  Callaghan  had  said 
in  the  Commons  that  the  details  of  a  Rhodesian  settlement  had  to  be  worked 
out  among  the  Rhodesians  themselves. 

Dec.  9,  1974,  Lusaka,  Re  ANC  leads  Lusaka  pact  President  Kaunda : 

...  I  am  not  quite  sure  it  would  be  right  and  proper  for  us  in  exchanging  hot 
messages  through  the  Press. 

"We  are  more  serious  than  that.  That  is  all  I  can  say,"  he  said. 

Dec.  9, 1974,  Lusaka,  Bishop  Muzorewa  : 

Bishop  Muzorewa  who  read  newsmen  the  text  of  the  agreement,  said :  "Today 
I  feel  like  the  tallest  man  in  the  world  and  the  happiest  man  under  the  sun." — 
lana-Reuter. 
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Dec.  12,  1974,  Dr.  Gabellah,  vice-president,  African  National  Council : 

"We  all  need  courage  now,  and  trust  to  dispel  fear  of  each  other.  I  personally 
liave  high  hopes." 

Dec.  IG.  1974,  Mr.  Ian  Smith,  Prime  Minister : 

...  I  believe  in  majority  rule  with,  of  course,  the  qualification  that  we  have  a 
qualitied  franchit^e." 

"You  see,  I  honestly  believe  that  what  we  have  got  to  accept  is  that  Rhodesia 
is  going  to  be  governed  by  all  the  people  of  Rhodesia,  that  is  white  as  well  as 
black. 

"And  I  believe  that  this  is  what  is  going  to  come  in  Rhodesia.  .  .  . 

Dec.  20,  1974,  Mr.  Stephen  Miles,  High  Commissioner  to  Zambia : 

Britaiivs  High  Commissioner  to  Zambia  advocated  yesterday  the  reopening  of 
the  Ziimbian  border  with  Rhodesia. 

Dec.  16,  1974 : 

ISIr.  Smith  has  not  changed.  He  still  sounds  like  the  white  rvder  of  the  20's. 

Dec.  9,  1974,  Lusaka,  Failure  in  Lusaka  Blamed  on  OAU  General  Amin  of 
Uganda : 

The  day  before  the  African  change  of  heart,  Barre's  political  ally.  General 
Amin  of  Uganda  (who  is  to  be  next  year's  OAU  chairman)  broadcast  a  scathing 
attack  on  tne  talks,  which  he  described  as  "scandalous  and  a  total  betrayal  of  free 
Africa." 

Suggestion  in  Salisbury  that  both  Dr.  Kaunda  and  Mr.  Samora  Machel  of 
Frclimo  remain  anxious  to  see  a  settlement  with  Rhodesia  because  of  communi- 
cations problems  and  that  for  his  own  reasons  President  Nyerere,  who  chaired 
the  fatal  final  Lusaka  meeting — is  anxious  to  prevent  one,  will  be  underlined  by  a 
visit  to  Beira  next  weeii  by  the  Kenyan  Foreign  Minister,  Dr.  Munyua  Waiyaki. 

THE     SUNDAY     MAIL 

Dec.  8,  1974,  Detente  Discussions  Have  Angered  Amin,  African  News  Service : 

General  Amin's  running  verbal  battle  against  his  southern  neighbors,  the  Tan- 
zanians,  has  escalated  to  embrace  the  Zambians. 

Last  month  the  Tanzanians  received  in  silence  Amin's  somewhat  undiplomatic 
description  of  President  Nyerere  as  a  prostitute  who  goes  around  spreading 
gonorrhea. 

On  Friday  night  he  delivered  a  few  more  vicious  jabs  when  Radio  Uganda, 
over  which  he  exercises  personal  control  called  on  the  armed  forces  of  Zambia 
and  Tanzania  to  overthrow  their  countries'  Presidents  because  of  the  talks  in 
Lusaka  on  the  future  of  Rhodesia. 

The  Times  of  Zambia  yesterday  roared :  "When  doubts  emerge  from  the  foul 
depths  of  what  General  Idi  Amin  calls  his  mouth  there  is  every  reason  to  feel 
nauseated. 

"The  obvious  advice  to  be  given  to  the  loony  General  is  to  wash  his  mouth 
thoroughly  with  a  powerful  mouthwash.  These  events  are  far  beyond  his  cerebral 
capacity." 

Mr.  Andrews.  I  vrould  go  on.  In  fact,  the  British  envoy  in  Zambia 
asked  for  an  imraedia<:e  lifting  of  the  blockade  on  the  Zambian  border. 

Now  the  whole  world  is  saying  "Let's  cooperate"  except  two  factions. 
Mr.  Sithole  of  the  ZANU  Red  Chinese  ])acked  faction,  now  supposedly 
in  the  ANC,  says  it  woTi't  work.  If  the  talks  fail,  blame  the  OAU 
because  up  here  the  next  chairman  of  the  OAU.  General  Amin,  is  mad 
and  in  the  press  when  he  heard  of  the  Lusaka  talks  he  referred  to  Dr. 
Kaunda  and  to  President  Nyerere  and— if  you  will  pardon  me,  ladies- 
he  said,  "They  must  be  political  prostitutes  spreading  political 
gonorrhea." 

Dr.  Kamida's  answer  to  that  statement  was — 

When  doubts  emerge  from  the  foul  depths  of  what  General  Idi  Amin  calls 
his  mouth  there  is  every  reason  to  feel  nauseated.  The  obvious  advice  to  be  given 
to  the  loony  General  is  to  wash  his  mouth  thoroughly  with  a  powerful  mouth- 
wash. These  events  are  far  beyond  his  cerebral  capacity  to  understand. 

[Laughter.] 
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Now  there  you  liave  the  dissident  voice  that  says,  "Intervene,  jump 
in,  stomp  them  while  they  are  down."  Tlie  rest  of  the  world  says  to  get 
out,  and  I  think  they  are  going  to  look  at  the  United  States  to  see 
wjiat  we  are  going  to  do. 

Now  if  we  pass  the  sanctions,  I  would  think — and  nobody  knows 
what  is  going  to  haj^pen,  of  couree,  in  a  fluid  situation  like  this.  But 
if  we  were  to  pass  tlie  sanctions,  then  you  are  acting  quite  properly; 
you  will  stiti'en  the  backbone  of  the  right  wirig  of  bmith  who  is  des- 
perately trying  to  understand.  These  gentlemen  have  reached  an 
ao-reement  three"  difierent  times ;  these  two  men  have  talked  and  talked. 

The  minute  you  stiffen  the  right  wing  behind  Smith  and  pull  him 
in  the  hands  of  such  holy  to  the  left  of  Muzorewa  and  you  pull  him  left. 
What  happens  when  the  split  occurs?  Yes,  I  would  think  the  Smith 
regime  would  fall  and  it  would  be  inherited  by  one  or  two  forces — the 
Red  Chinese  ZAXU  or  OAU  which  then,  gentlemen,  we  will  have 
placed  either  ir.  the  hands  of  the  Red  Chinese  or  the  third  nation  that 
IS  beating  us  up  on  oil.  Third  World  powers ;  almost  all  of  the  world's 
chromium,  diamonds,  platinum  gold,  and  a  few  other  things. 

There  is  a  security  risk  in  the  very  book  that  the  State  Department 
issued  in  December  which  frankly  admits  that  we  have  to  prepare  for 
the  fact  that  Russia  some  day  might  decide  for  its  own  reasons — non- 
economic,  nonpolitical — to  stop  selling  this  chrome  and  platinum.  If 
v-;e  shove  this  into  Third  World  hands  and  do  not  listen  to  the  black 
Aoices  here  who  are  asking  now  for  reasons,  I  am  not  sure  wliat  we 
will  have. 

Thank  you,  sir. 

Mr.  Fascell.  Thank  you,  Mr.  Andrews. 

Mr.  Derwinski. 

Mr.  Derwinski.  IMr.  Andrews,  I  don't  want  to  hurt  your  feelings 
but  may  I  say  that  your  extemporaneous  discussion  was  even  more  im- 
pressive than  your  carefully  prepared  remarks. 

I  was  wondering  though  after  especially  listening  to  your  extem- 
poraneous comments  if  as  vice  president  of  Allegheny  Ludhrin  In- 
dustries you  are  an  engineer  and  have  a  background  in  the  metals 
industry. 

Mr.  Andrews.  No. 

Mr.  Derwinski.  You  are  not  an  engineer,  sir  ? 

Mr.  Andrews.  I  have  been  a  purchasing  man  for  industry  for  30 
years  and  my  job  with  the  company  is  to  travel  the  world  over  and 
keep  specialty  steel  industries  supplied  with  raw  materials  where  they 
come  from — Russia,  Australia,  South  America,  and  so  forth. 

IMr.  Derwinski.  After  listening  to  von  I  am  wonderino;  if  you  ever 
tried  to  sell  refrigerators  to  the  Eskimos  ? 

Mr.  Andrews.  I'm  just  an  old  country  bo}^  from  Boone  County, 
Ind.,  sir. 

Mr.  Derwinski.  I  wonder  if  for  the  record,  since  I  understand  that 
we  may  have  some  Members  of  Congress  and  possibly  another  session 
later,  if  there  is  some  way  that  we  could  get  some  commonsense  or 
middle  position  between  the  statement  by  Mr.  Katz  and  your  state- 
ment. I  am  speaking  of  the  economic  statement,  not  your  six  point 
analysis. 
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X()\v  ^Ir.  Katz  uses  a  few  fi<>-ures  that  you  iilso  use  but  his  basic  line 
of  reasoning  is  that  both  in  terms  of  volume  as  well  as  grade  the  Rho- 
dcsian  chrome  is  not  particularly  valuable  to  the  United  States  and 
that  the  implication  at  least  is  that  the  growing  ferrochrome  industry 
in  Khodesia  is  really  unfortunate,  say  less  than  an  honorable  step  by 
them  to  take  advantage  of  other  world  problems.  I  ^vas  wondering  if 
you  could  address  yourself  to  that. 

]Mr.  Andrews.  Very,  very  simple.  As  Jias  been  said  in  these  liearlngs 
in  the  ]>ast,  when  we  have  been  up  and  down  the  track  so  many  times 
I  lost  track  of  which  one  it  is  but  thei-e  v\-as  virtually  no  ferrochrome 
in.dustry  in  Rhodesia  when  the  sanctions  were  imposed.  They  were  an 
ore  producer.  One  of  the  main  reasons  vras  the  major  portion  of  their 
chroniitc  production  was  owned  by  a  X".S.  corporation  v.-ho  had  ferro- 
chrome plants  in  tliis  country.  Tiiat  is  why  tliey  didn't  build  ferro- 
chrome plants  because  the  people  who  owned  tlie  mines  had  their  fer- 
rochrome T>lants  here.  There  was  a  little  ferrochrome  industry  in  South 
Africa  at  that  time. 

Now,  when  the  sanctioiis  went  on,  it  became  against  the  law  for  the 
protits  of  those  mines  to  floAv  to  Xew  York  for  distribution.  The}'  were 
backed  up  in  Rhodesia.  They  were  selling  Japan,  they  were  selling 
Germany,  they  were  selling  Italy,  and  thev  were  selling  everybodj^ 
else.  Smith  could  not  let  those  profits  sit  there  so  he  took  U.S.  company 
]:)rofits  backed  up  by  law  into  the  country  of  Rhodesia  and  built  & 
ferroclirome  plant  on  top  of  the  mines.  The  biggest  cost  ingredient  in 
ferroclirome  production  is  ore  and  power  and  not  labor  which  is  only 
less  than  10  percent. 

Xow  the  three  ferrochrome  guys  over  here  who  got  their  chrome  shut 
oft' — not  the  two  that  were  dealing  with  Russia,  not  the  one  that  was 
dealing  with  Turkey  but  the  three  that  were  dealing  with  Rhodesia — 
were  sitting  here  begging  for  chrome  from  Russia  and  getting  little 
of  it  at  high  prices.  Being  pressured  by  the  Government  and  communi- 
ties to  make  expensive  investments  in  ecology,  they  kept  postponing 
not  knowing  whether  thev  would  ever  get  back  to  business.  Finallv 
the  sanctions  were  lifted. 

Xow  if  you  were  sitting  there  with  a  6-year-old  plant  with  no  ecology 
eciuipinent  on  it,  tripled  power  costs  and  saw  a  brand  new  ferrochrome 
industry  sitting  on  top  of  the  mine  with  no  power  and  no  transporta- 
tion ])roblems  and  no  ecology  problems,  would  you  make  a  $59  million 
investment  in  a  new  ferrochrome  plant?  Of  course  not.  That  is  why 
you  have  seen  the  last  ferrochrome  plant  Iniilt  anywhere  else  in  the 
world — in  Europe  or  Japan  or  here.  That  is  how  they  got  the  ferro- 
chrome industry.  I  don't  call  it  indecent  at  all,  Ave  forced  it  on  them. 

Mr.  Derwixski.  Mr.  Chairman,  may  I  direct  one  question  to  Mr. 
Blake? 

Mr.  Fascell.  Certainly. 

Mr.  Derwixski.  Mr.  Blake,  I  appreciate  the  diplomatic  role  that 
you  play  here.  I  was  impressed  with  your  presentation  and  your 
handling  of  the  committee;  in  fact,  I  was  so  much  impressed  that  I 
was  going  to  call  Henry  on  one  of  his  infrequent  visits  to  our  country 
and  suggest  that  in  view  of  your  skill  you  be  sent  to  reopen  our  Em- 
l^assy  in  Uganda,  but  after  Mr.  Andrews'  statement  I  don't  think  a  man 
of  your  caliber  should  be  entrusted  to  such  a  dangerous  mission  so  I 
Avon't  press  that  point. 
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Let  me  ask  yon  what  might  be  a  $64  question.  In  your  judgment 
would  the  State  Department  support  economic  sanctions,  economic 
embargo,  against  Israel  if  such  sanctions  were  voted  by  a  majority 
of  the  U.N.  General  Assembly  ? 

Mr.  Blake.  Mr.  Derwinski,  you  are  leading  me  far  afield  from  my 
area  of  competence.  I  don't  think  I  can  give  you  any  answer  to  that 
because  I  don't  envisage  the  kind  of  situation,  I  cannot  imagine  the 
kind  of  situation  that  you  have  in  mind.  I  think  the  dictum  of  the 
Supreme  Court  is  that  it  will  not  give  judgments  in  advance  of  cases 
before  they  are  presented  to  it.  I  don't  know  the  case  you  are  referi'ing 
to,  I  don't  know  what  its  elements  are  and  I  really  could  not  answer  you 
on  that. 

Mr.  Derwixski.  Let  me  say  that  I  don't  envision  it  either  because 
I  am  optimistic  that  Secretary  Kissinger  will  achieve  substantial 
progress  in  his  latest  peace-keeping  efforts  in  the  Middle  East.  How- 
ever, the  precedent  bothers  me  just  as  the  precedent  at  the  United 
Nations  in  expelling  South  Africa  or  the  General  Assembly  session 
voting  in  the  PLO  spokesman.  I  would  think  that  we  could  look  back 
at  the  time  when  Biafra  was  waging  its  revolt  and  wonder  if  a  spokes- 
man for  Biafra  v/ould  be  in  order ;  at  the  United  Nations. 

With  the  precedents,  the  United  Nations  is  embarking  on  a  very 
shalry  course.  I  happen  to  be  a  strong  supporter  of  the  United  Nations. 
As  a  matter  of  fact,  in  11)71 1  had  to  deliver  the  U.N.  mission's  defense 
of  the  right  of  Congress  to  pass  the  Byrd  amendment.  I  looked  back 
now  to  see  that  the  United  Nations  has  changed  since  the  period  that  I 
served  in  1971.  Let  me  say  that  I  am  not  going  to  recommend  you  be 
sent  to  General  Amin's  countr^^  and  I  appreciate  the  complications  the 
Department  has  trying  to  placate  tlie  bloc  of  diplomats  from  Africa. 

Mr.  Katz,  you  wanted  to  get  at  me  for  a  moment. 

Mr.  Katz,  I  just  wanted  to  say  that  I  hope  my  statement  was  not 
understood  to  be  saying  that  I  thought  that  supplies  from  Ehodesia 
were  unimportant.  Clearly,  and  particularly  in  a  situation  we  have 
had  in  recent  years  of  tight  supplies,  generally  of  materials,  any  ad- 
dition of  supply  is  important.  What  I  was  saying  was  that  it  was  not 
critical,  it  was  not  essential  that  we  have  those  supplies.  I  can  under- 
stand why  someone  in  charge  of  purchasing  would  feel  very  dif- 
ferently but  it  is  a  matter  of  looking  at  its  essentiality  in  relation  to 
our  other  interests,  including  our  long-term  interests  in  supply. 

The  Byrd  amendment  was  not  successful  in  meeting  its  objectives 
and  lessening  our  supply  from  the  Soviet  Union.  We  maintain  pretty 
much  the  percentage  share  of  Soviet  supplies  in  our  market.  So  absent 
all  other  considerations — of  course  we  would  prefer  to  have  supplies 
from  Rhodesia  and  elsewhere  if  they  existed,  but  it  is  not  in  our  view 
essential  that  they  be  maintained. 

jMr.  Derwinski,  'Mhj  I  ask  yon  to  rlarifv  one  other  point.  You  noted 
in  your  concluding  statement  that  there  is  an  economic  value  to  the 
goodwill  of  African  States  which  we  risk  and  I  assume  you  meant  our 
trade,  our  investments  in  all  the  countries  in  Africa  who  might  be 
sensitive  to  the  existence  of  the  Byrd  amendment.  Has  there  been  any 
instance  where  anj'  of  these  African  countries  refused  a  legitimate 
American  investor  or  have  in  any  way  taken  economic  positions  con- 
trary to  whatever  practical  two  way  agreements  our  country  or  Amer- 
ican private  industry  and  their  people  have  been  pursuing? 
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Mr.  Katz.  Xo,  sir,  I  coukl  not  cite  a  specific  example  of  an  invest- 
ment denied,  the  trade  transaction  denied,  but  I  am  aware  of  cases 
where  businessmen  have  felt  that  their  reception  was  not  as  hospitable 
as  it  otherwise  might  have  been  because  of  the  position  we  were 
carrying. 

Mr.  Derwinski.  Isn't  it  possible  that  the  fear  that  you  raise  is,  let's 
say,  as  remote  as  perhaps  Mr.  Blake  would  think  my  question  of  U.N. 
sanction  against  Israel  is  in  fact  rem.ote  ? 

Mv.  Katz.  Well,  as  I  si\y,  I  am  not  aware  of  a  specific  instance  where 
a  transaction  was  turned  down.  I  think  there  is  a  problem  of  attitude 
toward  American  businessmen. 

Mr.  Derwixski.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Fascell.  jMr.  Buchanan. 

Mr.  Buchanan.  Thank  you,  Mr.  Chairman. 

Like  the  gentleman  from  Illinois  I  have  served  as  a  member  of  the 
U.S.  delegation  to  the  United  Nations.  He  and  I  are  both  aware  that 
certain  Assembly  actions  were  taken  to  which  he  earlier  referred  but 
the  resolution  about  which  we  are  speaking  in  the  Ehodesian  case  was 
a  Security  Council  resolution  because  it  was  deemed  an  important 
question.  Therefore,  is  it  not  true  that  we  could  have  vetoed  that  reso- 
lution had  we  felt  stronalv  against  it?  Would  tliat  not  have  liecn 
within  our  power? 

Mr.  Blake.  Yes. 

Mr.  Buchanan.  If  such  a  resolution  were  brought  up  in  the  United 
Nations,  couldn't  we  veto  such  a  resolution  ? 

jSIr.  Blake.  Yes. 

Mr.  Buchanan.  Is  it  not  true  that  on  more  tlian  one  occasion  we 
voted  for  it  and  committed  ourselves  to  the  sanctions  ?  Is  that  not  the 
case? 

Mr,  Blake.  Yes. 

Mr.  Buchanan.  So  in  this  instance  we  are  faced  with  something  to 
which  we  committed  ourselves,  something  to  wliich  we  were  Darties 
and  we  now  stand  in  the  posture  of  being  in  violation  of  our  own  inter- 
national commitment. 

Mr.  Blake.  We  walked  away  from  a  commitment. 

Mr.  Buchanan.  Mr.  Andrews,  I  must  say  you  portray  yourself  as 
David  but  I  want  to  reassure  you,  sir,  that  so  far  as  the  people  in  my 
congressional  district,  especially  in  the  business  community  are  con- 
cerned, you  are  instead  Goliath  and  Sampson  and  name  all  the  proph- 
ets there  are  and  you  are  all  those  tilings.  Certainly  I  think  all  of  us 
would  agree  here  today,  ]Mr.  Chairman,  he  is  probably  Demosthenes 
as  well. 

I  know  your  company  is  going  to  be  injured  if  we  decide  to  reimpose 
this  and  mavbe  other  outfits  but  I  say  vou  are  in  no  danger  vourself 
of  ever  losing  a  job.  I  think  if  you  wanted  to  take  to  preaching  you 
could  put  Billy  Graham  out  of  business.  [Laughter.]  If  you  wanted  to 
sell  anything  to  anybody,  I  am  sure  you  would  be  as  great  a  success 
as  you  already  are. 

Mr.  Fascell.  It  sounds  like  to  me  he  was  talking  politics. 

INIr.  Buchanan.  I  certainly  hope  you  don't  run  against  me  in  my 
district. 
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May  I  say,  because  you  did  mention  my  Eules  Committee  testimony, 
either  I  misspoke  or  you  misunderstood  my  testimony.  AYhat  I  said  or 
intended  to  say  \Yas  that  I  had  lieard  strong  moral  arguments  from  my 
constituents  and  others  on  your  side  of  tliis  issue  and  had  heard  otlier 
stronc;  ar<?uments  from  Reverend  Banana  and  others  on  the  African 
side  of  this  issue  and  that  I  had  read  sermons  in  which  preachers  were 
preachiiiff  on  behalf  of  slavery  as  a  moral  position  and  I  have  heard 
sermons  in  which  preachers  were  preaching-  for  segregation  in  the 
Southern  United  States  as  being  good,  God-ordained  and  moral. 

As  far  as  I  'am  concerned,  I  am  simply  not  an  expert  on  morality  but 
I  do  personally  feel  there  are  moral  issues  involved  in  the  Soviet  Union 
and  I  have  lieen  working  rather  vigorously  with  the  other  members 
on  the  committee  on  such  subjects  as  the  treatment  of  Soviet  Jews  and 
other  minorities  to  tr^'  to  encourage  some  other  way  of  doing  on  tl>e 
■*rArt  of  the  Soviet  Union.  I  also  feel  there  are  moral  questions  involved 
here. 

Since  that  was  in  the  testimony,  Mr.  Chairman,  I  thank  you  for 
giving  me  the  opportunity  to  correct  that  misimpression.  I  feel  there 
are  great  moral  issues  involved  but  I  would  agree  there  are  many  other 
countries  in  vrhich  there  are  moral  issues  involved. 

Mr.  Andrews.  Yes. 

Mr.  BucTiAXAX.  I  simply  feel  one  does  not  attack  a  rat  and  a  rhi- 
noceros with  the  same  weapons.  In  dealing  with  the  Soviet  Union  one 
would  use  one  set  of  vreapons  and  in  dealing  with  Rhodesia  one  might 
use  a  weapon  such  as  a  sanction  and  I  therefore  supported  that.  ISIy 
argument  was  intended  to  be  a  pragmatic  argument  on  economic  and 
political  grounds,  not  because  there  are  no  moi'al  issues  but  because 
one  can  make  moral  issues  in  the  case  of  a  number  of  different  coun- 
tries. I  think  vrhat  is  relevant  here  is  how  in  this  instance  we  take  our 
stand  as  a  country  for  human  rights,  for  self-determination,  and  for 
human  freedom  and  how  pragmatically^  we  do  what  is  right  policy  for 
our  country. 

Mr.  Andrews.  I  coidd  not  agree  more,  and  3'ou  made  that  point  at 
the  meeting. 

]Mr.  BuciiAXAN.  I  again  Avill  reassure  3'Ou  I  am  not  going  to  even 
try  to  ask  you  any  questions.  You  are  too  eloquent.  I  wdll  say  you  are 
never  in  danger  of  being  out  of  work  or  being  poor,  whatever  happens 
on  this. 

JNIr.  Andrews.  Congressman,  it  is  always  a  pleasure  to  talk  with 
you. 

Mr.  Fascell.  ]Mr.  Andrews,  I  want  to  see  if  I  can  paraphrase  your 
machinegun  political  analysis. 

]Mr.  Andrews.  Yes,  sir. 

I\rr.  Fascell.  I  gather  that  from  what  you  say 

jNIr.  Andrews.  Mr.  Chairman,  you  realize  I  have  machinegunned  in 
the  interest  of  time. 

]Mr.  Fascell.  I  understand  that,  Mr.  Andrews,  I  was  not  being- 
derogatory,  I  was  speaking  with  aj^proval  of  your  rapid  style.  What 
I  gatlier  from  what  you  said  was  that  economies  and  politics  in  Mo- 
zambique, Tanzania.  BotsAvana,  Malawi,  and  the  Republic  of  South 
Africa  all  go  one  way:  and  that  in  the  majority  grouj:*  in  Southern 
Rhodesia  they  are  I'eally  split  and  that  one  group  is  jjacked  by  the 
Russians  and  the  other  group  is  backed  by  the  Red  Chinese;  and  that 
what  tlie  United  States  is  doing  by  its  action  is  going  contrary  to  the 
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majority  politics  in  soiitlierii  Africa,  as  well  as  tlie  majority  moderate 
pol'itics'in  Rhodesia;  and  that  we  are  joining  up  with  the  Red  Chinese 
and  the  other  Connnunists  to  bring  about  a  split  in  Rhodesia.  Is  that 
what  I  understand  you  to  say  ? 

]Mr.  Andrews.  It"  is  my  opinion,  sir,  that  this  action  would  tend  to 
support  the  wings  of  the  various  factions  as  you  have  properly  stated 
which  would  be  detrimental  in  the  long  run  to  the  United  States.  Of 
course  the  GAIT  does  not  want  these  talks  to  succeed  because  if  this 
multilateral  agreement  does  in  fact  evohe  and  that  great  southern 
African  detente  develops,  they  will  be  shut  out  of  this  rich  part  of  the 
continent  as  part  of  their  third  power  drops  off. 

]Mr.  Fascell.  You  are  talking  about  the  northern  part  of  Africa 
being  shut  out  ? 

Mr.  Andrews.  Yes,  the  35  Arab  States  and  up  there.  Those  aren't  on 
this  map  mostly. 

]Mr.  Fasceel.'  Reverend  Banana,  how  do  you  react  to  this  admittedly 
oversimplified  political  view? 

Reverend  Banana.  IMr.  Chairman,  it  seems  ]Mr.  Andrews  has  more 
information  than  I  do,  speaking  now  on  behalf  of  the  AMC  I  do  not 
want  to  overemphasize  and  attach  too  much  importance  upon  the  latest 
developments  in  Lusaka.  I  was  personally  involved  in  a  number  of  con- 
tacts and  negotiations  involving  the  African  national  council,  and  we 
do  not  have  ground  now  to  believe  that  this  detente  that  they  are  talk- 
ing about  in  southern  Africa  will  deliver  the  goods. 

On  the  question  of  the  African  position  in  Zimbabwe,  ]Mr.  Andrews 
has  dichotomized  us  into  three  camps :  ZANU  backed  by  China  and 
ZAPU  l^acked  by  Russia  and  the  AXC  and  Frolizi  representing  the 
majority.  I  figure  that  is  nonsense,  Mr.  Chairman.  The  African  leader- 
ship is  in  total  agreement  in  terms  of  what  our  position  is  and  what 
we  want  in  the  country.  I  nnght  consider,  ]Mr.  Chairman,  that  ZANU 
in  the  past  has  received  some  backing  from  China  and  ZAPU  from 
the  Soviet  Union  but  this  in  my  understanding  was  merely  in  terms 
of  having  access  to  whatever  equipment  they  wanted,  it  had  nothing 
to  do  with  the  political  control  of  these  organizations. 

Therefore,  any  argument  that  there  is  any  possible  control  by  China 
or  Russia  is  comi:)letel3^  irrelevant  and  mitrue.  Nor  are  we  seeking  any 
political  control  by  the  United  States  or  anybody.  I  think  the  African 
people  know  what  they  want  and  we  are  not  interested  in  any  assist- 
ance that  is  brought  to  us  with  any  strings.  This  is  the  position  in 
ZAXU  and  in  the  ANC  as  far  as  we  are  concerned.  I  don't  accept  the 
attempt  of  dichotomizing  African  leadership  in  terms  extreme,  non- 
extreme  or  in  terms  of  East -West. 

I  would  like  to  place  on  the  record  that  as  far  as  the  African  posi- 
tion is  concerned  resulting  in  an  emibargo  problem.  Africans  are  pie- 
pared  to  make  the  sacrifices  demanded  by  the  application  of  economic 
sanctions.  I  think  Dr.  Gabellah  put  it  very  graphically  when  he  said 
Ave  are  united  in  what  we  want  and  I  do  not  want  to  dichotomize,  Mr, 
Chairman. 

]Mr.  Fascell.  How  does  the  group  that  you  represent  react  to  the 
economic  and  political  realities  which  Mr.  Andrews  described  of  these 
countries  surrounding  Rhodesia — each  of  whom  is  looking  necessarily 
to  its  own  economic  welfare,  ^"nien  they  do  this  they  are  obviously 
making  political  alliances,  all  of  AA'hich  as  I  gather  is  putting  consider- 
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able  pressure  on  the  majority  of  the  ^roup  which  you  represent?  How 
does  your  group  react  to  the  described  scenario  ? 

Reverend  Banana.  We  have  had  contacts  with  heads  of  state  in 
question  and  others  and  there  has  been  no  question  of  economic  con- 
siderations in  terms  of  the  present  diplomatic  moves.  As  far  as  we  are 
aware,  there  is  no  economic  pressure  brought  to  bear  on  the  diplo- 
matic n^oves.  It  is  true  that  when  this  problem  is  resolved  new  economic 
opportunities  M'ill  arise,  but  as  far  as  we  are  aware  this  has  been  no 
consideration. 

Mr.  FAscEtL.  I  am  not  aware  of  all  the  conferences  or  documents 
that  exist  witli  the  long  history  of  that  problem  but  it  is  their  prob- 
lem. Has  there  been  any  action  or  statement  with  respect  to  the  Rho- 
des] an  Govei'nment? 

Reverend  Banana.  Yes.  There  have  been  some  statements  made  b}^ 
particularly  President  Kaunda  and  President  Nyerere. 

Air.  Fascell.  Is  there  any  unified  action  by  way  of  proclamation, 
resolution  or  any  other  concerted  action  of  the  African  governments 
concerning  the  Rhodesian  problem  ? 

Reverend  Banana.  Yes. 

Mr.  Fascell.  What  is  the  most  recent  one  ? 

Reverend  Banana.  The  most  recent  position  is  that  the  African 
leaders  stress  for  majority  rule  and  for  transition  and  they  are  talk- 
ing now  in  terms  of  this  constitutional  conference.  They  are  saying 
that  they  recognize  that  the  black  leadership  and  white  leadership  in 
Rhodesia  will  have  to  finally  resolve  this  problem  and  they  are  not 
dictating  to  us  their  terms,  as  the  basis  of  this  kind  of  solution. 

Mr.  Fascell.  Was  this  a  joint  statement  made  by  a  group  of  African 
leaders? 

Reverend  Banana.  The  joint  statement 

Mr.  Fascell.  The  i-eason  I  am  asking  is  very  obvious.  Mr.  Andrews 
quoted  statements  of  several  heads  of  state  and  other  officials  that 
seemed  to  be  going  all  in  different  directions  with  respect  to  where 
they  stood  on  the  Rhodesian  question. 

Reverend  Banana.  There  is  an  OAU  position,  an  organization  rep- 
rese_nting  all  African  governments,  which  is  that  thev "stand  squarely 
behind  the  principle  of  majority  rule  in  Rhodesia.  There  have  been 
individual  statements.  As  far  as  I  am  aware,  all  of  these  individuals 
have  stressed  the  question  of  the  need  for  majority  rule  in  Rhodesia. 
The  question  of  mechanisms  they  have  left  to  the  leadership. 

IMr.  Fascell.  In  the  broad  general  statement  of  self-determination. 

Reverend  Banana.  Yes. 

J\lr.  Fascell.  Thank  you  very  much. 

Mr.  John  Sheehan. 

Mr.  Anotiews.  If  Mr.  Sheehan  will  not  be  offended,  I  have  a  plane 
to  catch.  If  you  are  through  with  me,  I  would  like  to  be  excused  if 
INIr.  Sheehan  would  not  be  offended. 

Mv.  Fascell.  I  don't  think  John  would  mind. 

Mr.  Anhrevv'S.  I  understand  his  position  and  he  understands  my 
position.  He  is  a  very  eloquent  spokesm.an  for  his  position. 

STATEMENT  CE  JOHH  J.  SHEEHAH,  LEGISLATIVE  DIEECTOS, 
L^NITEB   STEELWORKESS   OE   AMSEICA 

ISIr.  Sheehan.  Thank  vou,  Mr.  Chairman. 
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Mr.  Fascell.  Mr.  Slieelian,  if  you  would  like,  you  can  put  your  state- 
ment in  the  record  in  full  and  then  just  make  your  major  points  if 
you  like. 

Mr.  SiiEEHAx.  I  realize  it  is  now  becoming  evening  and  the  day  has 
been  long  for  you.  I  would  like  to  do  exactly  what  you  have  suggested, 
merely  put  my  statement  into  the  record.  I  hesitate,  however,  to 
synopsize  it  wliich  I  will  try  to  do.  I  hesitate  only  because  I  may  speak 
longer  than  the  statement,  but  I  will  tr.y  not  to  do  that. 

Mr.  Fascell.  In  that  case  just  start  out  with 

Mr.  SiiEEHA>7.  Just  start  now. 

Let  me  just  say  this,  that  the  Ignited  Stcelworkers  of  America  ngain 
appears  here.  You  know  our  statement  with  regard  to  this  situation. 
We  V'.re  in  support  of  the  reimposition  of  the  embargo,  which  as  far  as 
we  are  concerned  has  as  its  main  objective  bringing  about  majority 
rule  in  Rhodesia. 

Xow  I  have  heard  all  these  economic  interpretations  of  history  and 
I  wonder  how  we  ever  had  a  political  interpretation  of  history.  If 
there  is  an  economic  interest  here  in  South  Africa — and  v:q  ai'e  talk- 
ing aliout  strictly  our  own  self-interest  point  of  view — I  would  like  to 
indicate  that  perhaps  since  Rhodesia  has  a  large  reserve  of  ore,  and 
I  don't  think  anybody  can  deny  that,  it  might  well  behoove  the  U.S. 
Government  to  have  been  party  with  those  who  eventually  will  be 
governing  through  majority  rule.  If  economic  self-interest  determines 
relationships  between  countries,  I  would  hope  that  we  would  not  be 
party  to  anything  but  subsequent  majority  rule  in  Rhodesia. 

]Mr.  Fascell.  Aside  from  the  legal  and  moral  question  it  sounds 
very  pra^'matic  politically. 

Mv.  Sheehax.  I  vrould  like  to  leave  it  on  tliat  basis.  However,  I 
w^oiild  like  to  mention  national  defense,  high  prices,  increased  imports 
and.  for  the  United  Steelworkers  of  America,  Mr.  Chairman,  the 
cliarge  of  large  scale  unemployment  Avithin  our  membership.  Tlie 
latter  I  may  say  a  few  things  about  a  little  later,  but  I  must  say  at 
this  point,  Mr.  Chairman,  that  is  a  very  hard  issue  for  this  union  to 
face.  Sometimes  there  is  no  answer  to  the  allegations  of  unemploy- 
ment, especial!}-  when  the  facts  of  unemployment  are  not  there.  In 
this  case  our  members  have  been  pressured  by  the  allegation  that  if 
this  embargo  is  to  be  reinstated  there  vrill  be  unemployment  within 
this  industry.  Xow  all  I  can  say  is  that 

Mr.  Fascell.  You  mean  pressured  b}-  public  relations  propaganda 
or  directly  ? 

Mr.  SiiEi^KAX.  Well.  I  mean  through  statements  by  company  officials 
tliat  this  will  result  in  job  losses.  I  know  that  when  we  are  debating 
in  the  public  realm  we  tend  to  exaggerate  a  little  bit  sometimes  in  our 
statements,  but  I  think  that  jobs — a  man's  livelihood — is  one  issue  that 
ought  not  to  be  used  in  this  debate  unless  it  can  be  actually  docu- 
mented right  down  the  line  and  not  used  just  to  make  an  allegation 
or  to  make  an  anticipation  or  a  gesture. 

Jobs  are  going  to  be  lost  in  our  industry,  but  not  because  of  this  issue. 
The  steelworkers  are  very  much  concerned  with  that  and  we  have  to 
cope  with  it  in  the  proper  forum.  Xow  all  I  can  say  is  that  after  4  years 
of  this  debate,  by  this  time  I  am  sure  the  committee  lias  a  lot  of  these 
arguments  in  perspective— you  know  about  the  national  defense  argu- 
ment, you  know  about  the  stockpile,  you  know  about  a  number  of  these 
situations. 
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^Ir.  Fascell.  We  liuve  a  perspective,  ]Mr.  Slieelian,  but  we  learn 
soinething  every  day. 

Mr.  SnEEiiAX.  Well,  I  hope  you  do  in  tlie  sense  that  the  Cono;ress 
■will  finally  take  a  stand  on  this  issue  o]i  the  basis  of  the  new  informa- 
tion you  are  getting  and  that  this  issue  finally  will  be  drawn  and  finally 
be  decided  by  the  Congress  rather  than  having  this  constant  year  by 
3'ear  debate  going  oii. 

We  are  saying  that  as  far  as  we  are  concerned  there  is  no  casual  rela- 
tionship between  the  loss  of  jobs  in  the  specialty  steel  industry  and  the 
reimposition  of  the  embargo.  As  a  matter  of  fact,  there  may  not  even 
be  any  casual  relationship,  but  if  there  is  anj-  casual  relationship  it  is 
goin£i-  to  be  verv  insignificant  indeed. 

As  far  as  we  are  concerned,  the  situation  of  job  losses  in  the  specialty 
steel  industry  and  in  the  overall  steel  industry  is  due  to  the  economic 
situation  in  the  country.  We  have  joined  with  the  industry  in  trying  to 
hold  down  imports.  People  may  think  we  are  protectionist ic  but  that 
has  been  our  position. 

We  have  engaged  with  the  State  Department,  I  might  mention, 
Avith  the  development  of  a  voluntary  restraint  agreement  wliich  has 
Ijeen  in  place  for  the  last  6  years  so  that  the  amount  of  steel  coming 
into  this  countr^^  has  been  controlled  no  matter  what  the  foreign  steel's 
competitive  advantages  may  have  been.  Whether  any  such  advantages 
wei-e  casuallv  related  to  the  embargo,  or  the  lack  of  the  embaro-o.  there 
was  a  quota,  there  was  a  level  beyond  which  steel  imports  were  not  to 
come  into  the  United  States,  and  we  supported  that. 

As  a  m.atter  of  fact,  we  did  object  to  the  current  trade  bill  under 
Avliich  we  are  operating  novr.  As  far  as  we  are  concerned  the  job  losses 
will  be  due  directly  to  the  importation  of  specialty  steel  products  and 
not  the  country  of  origin  of  our  chrome  ore.  We  get  all  of  it  from  over- 
seas so  it  makes  little  diiiei-ence  which  country  it  comes  from. 

One  thing  I  might  mention  here  is  that  this  whole  question  of  our 
dependence  upon  Russia  has  been  constantly  bandied  around  and  now 
4  years  later  we  know  the  story.  Our  dependence  on  Russia,  if  you 
wish  to  put  it  in  those  terms,  has  continued,  has  not  changed.  Russia 
still  remains  the  major  importer  of  ore  into  the  United  States.  The 
Rhodesian  Government  has  not  captured  the  ore  market.  As  a  matter 
of  fact,  it  has,  as  you  have  heard,  imported  ferrochrome  into  the 
United  States.  That  has  increased  from  Rhodesia. 

Prior  to  the  embargo  ferrochrome  was  not  comino-  in  from  Rho- 
desia,  now  it  is,  and  yet  the  amount  of  the  ferrochrome  coming  into 
the  United  States  is  a  small  j^ercentage  of  our  own  consumption  of 
fei-rochrome.  The  latest  figures  that  I  have  here  indicate  that  the 
high  carbon  ferrochrome  imports  from  Rhodesia  represent  about  11 
percent  of  our  domestic  consumption  of  high  carbon  ferrochrome. 
If  this  were  discontinued  because  of  the  embargo,  it  would  be  a  dis- 
continuance of  only  11  percent  of  our  dependency  for  ferrochrome. 
Otlier  items  are  in  the  statement  which  I  will  not  elaborate  much  more 
on  since  it  can  be  read. 

I  also  note  that  the  American  Metal  Market  which  is  a  trade  news- 
paper for  the  metal  working  industry  in  the  United  States  indicated 
in  an  article  on  February  13,  1975,  that  Japan  has  been  very  much 
concerned  about  the  situation  of  transshipment  of  ore  out  of  Rliodesia 
through  South  Africa.  This  is  relevant  to  the  attitude  that  ore  is 
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still  comino;  out,  or  ferioclirome  is  still  coniin<r  out  from  Khodesia 
despite  the  embaroo,  and  that  the  embargo  has  been  a  failure.  Now 
it  has  been  a  failure  a  lot  of  ways,  sometimes  by  deliberate  intent 
to  violate  it  and  sometimes  by  other  surreptitious  means. 

Japan,  as  reported  in  this  article  from  the  American  Metal  jMai'kct 
which  I  have  attached  to  this  statement,  has  now  taken  drastic  steps 
to  cut  off  or  to  moderate  its  supply  of  ore  or  of  chrome  from  South 
Africa  because  they  have  found  that  South  Africa  was  indeed  trans- 
shipping chrome  from  Rhodesia.  They  felt  they  didn't  want  to 
be  in  that  position  where  they  ended  up  then  as  a  violator  of  the  em- 
bargo. The  article  goes  into  some  detail  about  that  particular  effort  by 
a  signatorv  of  the  T^.X.  embargo  to  take  steijs.  and  it  might  well  be 
drastic  steps,  to  bring  about  an  enforcement  of  the  embargo  on  their 
part. 

Another  point  that  I  would  mention  here  is  that  it  is  true  that  move- 
ment is  now  taking  place  in  Rhodesia.  We  hope  that  this  will  develop 
a  political  settlement  tliore  but  this  is  precisely  not  the  time  to  with- 
draw our  support.  It  is  really  the  time  now  to  get  back  on  and  to 
accelerate  those  kinds  of  neo-otiations  going  on. 

I  know  v.hat  it  means  when  labor  and  management  are  negotiating. 
A  great  deal  of  encouragement  has  to  be  given  where  there  liave  been 
some  difficult  negotiations  taking  place.  If  the  U.N.  embargo  can  lend 
to  that,  I  think  now  is  tlie  time  maybe  for  us  to  get  back  on  board  and 
lend  that  extra  acceleration  to  the  negotiations. 

One  final  point  that  I  would  like  to  make  is  the  fact  that  the  in- 
dustr3%  among  others,  charges  or  has  been  indicating  that  there  is  a 
com]^etitive  disadvantage  relative  to  those  countries  that  may  be  pur- 
chasing low-priced  Rhodesian  ore  and  then  shij:>ping  the  S]:»ecialty 
steel  product  into  the  United  States.  As  I  had  indicated,  when  the 
voluntary  restraint  agreement  was  in  place,  the  industry  had  some 
protection.  The  voluntary  restraint  agreement  is  now  no  longer  in 
place,  it  expired  last  year. 

So  the  charge  may  be  placed  that  ore  from  Rhodesia  could  result  in 
lower  priced  specialty  steel  products  entering  the  United  States  at  a 
cost  disadvantage  to  American  producers.  For  that  reason,  the  union 
wishes — and  obviously  the  main  reason  why  we  testified  here  today — 
to  urge  tlie  committee  to  add  an  amendment  to  the  bill.  That  amend- 
ment would  simply  state — I  have  some  words  here  for  you  to  read  in 
greater  detail — but  simply  state  that  where  any  country  imports  spe- 
cialty steel  into  the  United  States,  and  there  are  charges  of  Rhodesian 
ore  or  chrome  being  part  of  that  specialty  steel  product,  that  product 
could  be  stopped  at  the  borders. 

Now  we  have  ways  of  implementing  that.  We  have  already  in  our 
own  government  brought  charges  against  one  American  company  for 
bringing  in  ore  products  from  Rhodesia  in  violation  of  the  embargo 
Avhen  the  embargo  was  originally  in  place.  We  suggest  the  provision 
that  any  country  dealing  witii  Rhodesia,  at  least  as  far  as  the  U.S. 
border,  be  a  persona  non  grata.  This  will  do  two  things,  I  think.  One, 
it  certainly  will  protect  ns,  if  indeed  we  need  it,  from  any  unfair 
competitive  disadvantage,  and  I  think,  too.  bring  about  a  greater  en- 
forcement of  the  U.N.  embargo.  If  we  ai'e  all  signing  the  embargo  then 
there  is  no  reason  for  us  to  fear  any  mechanism  to  enforce  that 
embargo. 
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So,  Mr.  Chairman,  I  would  close  seeking  support  for  that  amend- 
ment and  again  to  say  that  it  Avas  important  for  me  to  convey  to  you 
the  fears  that  have  been  generated  among  our  members.  It  is  a  very 
real  thing  and  I  must  say  that  to  you.  It  has  l^een  generated  there  by 
positive  assertions  of  job  losses.  It  is  possible  to  refute  or  put  into 
proper  perspective  the  charges  of  anticipated  exorbitant  price  increases 
and  the  overdependence  on  Russian  sources.  I  think  our  -i  years  in  de- 
bate put  them  in  whatever  perspective  you  want. 

Tlie  fear  of  job  losses  constitutes  a  far  different  problem.  I  submit 
that  is  the  only  real  concern  our  union  has  about  the  reimposition  of 
the  embargo.  Many  of  our  members  who  are  hesitating  about  this,  and 
as  a  matter  of  fact  are  resistant  to  this  bill,  have  personally  expressed 
to  mo  their  wish  to  support  the  objectives  of  tiie  legislation  to  b^'ing 
about  majority'  rule  in  Rhodesia.  I  think  one  way  that  we  can  allay 
these  fears  of  both  our  workers  in  this  industry  and  of  the  industry  it- 
self is  to  bring  about  this  type  of  an  amendment  which  our  union  is 
putting  before  this  committee  today. 

Thank  you,  JMr.  Chairman. 

Mr.  Fasceix.  Thank  you,  JNIr.  Sheehan.  You  did  a  very  good  job  of 
summarizing  your  position. 

Just  to  make  the  i-ecord  clear,  without  objection  we  will  include  your 
full  statement  as  part  of  your  presentation. 

[The  prepared  statem.ent  follows :] 

Prepared  Statemext  of  John  J.  Sheehan,  Legislative  Director,  Uxited 

Steelworkees  of  America 

My  name  is  .Jolin  J.  Sheehan,  and  I  am  the  Legishitive  Director  of  the  United 
Steelworkers  of  America.  It  is  the  members  of  our  Union  who,  according  to  some 
claims,  would  be  adversely  affected  by  a  reimposition  of  the  United  States"  full 
adherence  to  the  U.N.  embargo  against  Ehcdesia.  As  we  have  consistently  in  the 
l>ast,  we  once  again  dispute  the  foundations  of  these  allegations,  and  fully 
.support  the  legislative  effort  to  bring  the  United  States  back  into  compliance 
with  the  Rhodesian  sanctions. 

The  achievement  of  majority  rule  in  Rhodesia  is  the  objective  of  the  U.N. 
embargo  which  our  Nation  should  support.  There  may  even  be  a  self-interest 
aspect  to  the  embargo  which  cannot  be  ignored.  We  have  already  experienced 
the  embargo  exercised  by  the  Arab  countries  and  are  currently  concerned  about 
the  interruptions  of  other  critical  raw  materials.  Because  Rhodesia  has  the 
largest  reserves  (supply)  of  chrome  ore,  it  might  well  engage  in  a  political  em- 
bargo of  its  own  when  majority  rule  comes  to  that  country.  At  a  time  when 
political  change  is  imminent  in  Rhodesia — when  even  the  government  of  South 
Africa  is  exerting  pressure  for  change — it  is  not  appropriate  for  our  govern- 
ment to  be  rejecting  participation  in  the  U.N.  embargo  action. 

It  is  not  a  question  of  black  jobs  here  versus  black  jobs  in  Rhodesia.  The  issue 
does  not  involve  jobs  in  Rhodesia  but  rather  political  freedom.  It  does  not  involve 
jobs  here,  whether  black  or  white,  because  continued  production  in  our  mills, 
where  influenced  by  imports,  is  affected  by  the  imports  of  specialty  steel  prod- 
ucts— not  the  source  of  our  imports  of  chrome  ore.  all  of  wliich  is  imported. 
Practically  aUparties  who  have  been  engaged  in  this  four-year  deJiate  over  the 
embargo  embrace  the  objectives  of  the  action.  It  is  the  consequences  of  the 
embargo — or  the  alleged  consequences — which  have  kept  the  Congress  from  final 
action.  It  is  feared  that  our  country  will  be  injured  by  the  embargo — perhaps 
more  than  the  Rhodesians.  These  fears  had  been  stimulated  by  statements  that 
the  embargo  would  threaten  our  national  defense,  despite  the  existence  of  a 
stockpile ;  would  result  in  high  prices,  despite  the  fact  of  price  increases  without 
an  embargo :  would  result  in  increased  imports,  despite  a  steel  import  protection 
agreement ;  would  cause  overdependence  upon  Russia,  despite  an  actual  reliance 
upon  Russian  chrome  both  before  and  after  the  embai-go ;  would  be  the  direct 
cause  of  wholesale  unemployment. 
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I  believe  that  the  length  of  the  debate  can  put  these  fears  in  a  different 
perspective.  L'uemployuieut  in  the  .specialty  steel  industry  can  be  due  Loth  to  the 
economic  conditions  of  the  country  and  high  imports  of  steel.  It  is  the  intent  of 
our  Union  to  control  imports  and  to  stimulate  the  economy  in  order  to  minimize 
unemployment.  However,  to  allege  job  loss  because  of  the  source  of  our  chrome  is 
a  misleading  generalization  which  will  only  lead  us  to  gloss  over  the  real  causes 
of  specialty  steel  unemployment. 

As  u  union  we  must  be  precise  about  the  causes  of  unemployment  because  the 
livelihood  of  workers  is  at  stake.  The  economic  plight  of  the  specialty  steel  in- 
dustry in  1971  was  used  as  an  argument  to  breaic  the  embargo.  There  was  unem- 
ployment and  it  was  easy  to  allege  a  causal  connection.  This  year  we  are  begin- 
ning to  witness  downturns  and  again  the  lay-offs  are  being  used  in  this  emltargo 
issue.  Yet  they  are  not  related ;  the  lay-olis  are  occurring  even  with  no  embargo 
of  Rhodesian  chrome.  Actually,  v."e  must  seek  for  the  causes  elsewhere.  There  is 
no  causal  and  probably  very  little  casual  relationship  between  the  embargo  and 
specialty  steel  unemployment. 

In  1971,  we  examined  each  of  the  arguments  presented  in  support  of  the 
contention  that  the  embargo  and  job  losses  were  related,  and  we  found  that  none 
of  them  held  up  under  close  scrutiny. 

In  the  years  that  have  since  transpired,  much  of  the  debate  over  reimposing  the 
embargo  has  centered  around  that  same  issue  of  domestic  job  loss.  And  again,  we 
have  found  that  the  jobs-reiated  arguments  are  simply  not  supported  by  the 
facts. 

To  prevent  needless  repetition  before  this  Subcommittee,  I  will  not  discuss  in 
detail  each  of  those  arguments  and  their  refutations,  but  will  only  summarize 
some  of  the  major  points  as  they  have  evolved  during  the  four-year  debate.  I 
would,  however,  like  to  submit  to  the  Subcommittee,  for  inclusion  in  the  hearing 
record,  a  copy  of  booklet  entitled  "Jobs — or  Profits? — Facts  vs.  Fiction  on  Rho- 
desian Chrome"  which  we  printed  last  year  in  an  effort  to  dispel  some  of  the  mis- 
conceptions which  have  arisen  around  this  legislation.  In  that  publication  we  deal 
with  each  of  the  major  issues  in  some  detail. 

EHODESIAN    CHROME    OKE 

Initially,  the  jobs  issue  was  underpinned  by  the  claim  that  by  denying  our- 
selves Rhodesian  chrome  since  1968,  we  had  necessarily  become  dependent  upon 
the  Soviet  L'nion  for  chrome  ore.  (We  have  no  domestic  sources  of  metallurgical 
grade  chrome  ore,  so  therefore  we  have  always  been  dependent  upon  imported 
ore.  Chrome  ore  is  the  essential  ingredient  of  ferrochrome ;  lerrochrome,  in  turn, 
is  essential  for  the  making  cf  many  specialty  steels.)  Because  of  this  dependency, 
the  argument  went,  the  Soviet  Union  was  able  to  gouge  the  American  chrome  ore 
consumers  with  artificially  high  prices,  thereby  making  our  domestic  ferrochrome 
and  specialty  steels  noncompetitive. 

To  say  that  Russia  was  our  main  source  of  ore  during  the  embargo  years  is 
true,  but  also  highly  misleading  because  that  was  not  a  new  situation.  In  4  out  of 
5  years  immediately  before  the  embargo,  Rus.sia  was  our  largest  source  of  ore — 
not  Rhodesia. 

Even  since  the  Byrd  amendment  went  into  effect,  Russia  continues  to  be  our 
main  source  of  ore.  In  1974,  51  percent  of  our  ore  came  from  Russia,  while  only 
13  percent  came  from  Rhodesia.  Table  I  shows  the  percentages  of  imports  by 
country  of  origin  from  1963-1974. 

TABLE  I.— IMPORTS  OF  METALLURGICAL  GRADE  CHROMITE  FOR  DOMESTIC  CONSUMPTION 
[Total  Imports  by  gross  weight  in  thousands  of  short  tons] 

Percent  by  country  1  1963    1864    1965    1966    1967    1963    1969    1970    1971    1972    1973      1974 

Rhodesia 37        37      (37)      24        22 4        10        11  13 

y.S.S.R (4?)  (42)      27      (33)     (4?)     (59)     C^l)    (58)    (41)    (59)    (53)  (5n 

Turkey 10  6        19        20        16       27        14        19        27         9       22  17 

South  Africa... 5  5        13       20        14        13        27        14       21        16         9  18 

Other 4422129765  1 


Total  imports,  gross  weight 394     661      884     913      660      567      529      703      667      633      384       495 


1  Amount  in  parentheses  indicates  country  v^ith  largest  percentage. 
Source:  Bureau  of  Mines. 
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Therefore,  the  expressed  intent  of  the  Byrd  amendment — to  alleviate  our  reli- 
ance upon  Russia  for  chrome  ore — has  not  been  achieved.  Our  reliance  upon 
Soviet  ore  has  been  consistently  high  before,  during  and  after  the  embargo. 

It  cannot  be  denied  that  the  prices  of  Russian  ore  increased  during  the 
embargo  years.  Hovi^ever,  those  were  also  years  of  high  worldwide  demand  for 
steel.  Chrome,  as  with  other  materials  of  relative  scarcity,  responds  in  price 
to  such  demand  pressures.  The  relationship  between  the  embargo  and  Russian 
prices  during  the  embargo  years  can  at  best  be  said  to  be  only  a  partial  one. 

As  a  further  indication  of  this,  it  should  be  noted  that  prices  of  chrome  ore 
on  the  world  market  have  reportedly  doubled  in  the  past  several  months  as 
lialf-yearly  contracts  are  renewed.  For  instance,  an  article  in  the  February  7, 
l!)7.j."  Am'ericaur  Metal  Market  (Attachment  1)  says,  "The  asking  price  for 
Turkish  chrome  ore  in  negotiations  currently  underway  has  soared  more  than 
130  percent  over  last  year's  selling  price.  .  .  .  The  price  increases  desired  by 
Etibank,.  Turkey's  government-owned  chrome  producing  tirm,  are  approximately 
equal  to  the  price  the  Soviet  Union  sought  and  received  for  chrome  ore  ship- 
ments for  the  first  half  [of  1957]." 

These  price  increases  come  at  a  time  when  we  are  not  adhering  to  the  embargo, 
but  come  on  the  heels  of  a  record  breaking  year  for  steel  demand.  Had  the 
embargo  been  reimposed  last  year,  I  have  no  doubt  that  the  legislative  action 
would  have  been  blamed  as  the  sole  reason  for  the  increases.  The  price  of 
chrome  and  other  steel-related  raw  materials  has  risen  in  the  past  year,  and 
they  will  continue  to  fluctuate,  with  or  without  a  renewed  embargo  on  Rho- 
desia, in  response  to  the  world  demand. 

Regardless  of  price  increases  for  non-Rhodesian  chrome  ore  which  may  or 
may  not  have  been  effected  by  the  embargo  when  it  was  in  effect,  the  specialty 
steel  industry  had  a  special  import  protection  against  high  volume  imports. 
As  a  curb  against  erosion  of  the  domestic  steel  market,  the  United  States  joined 
Japanese  and  European  steel  producers  in  1969  in  signing  the  first  Voluntary 
Restraint  Agreement.  Under  this  agreempnt,  imports  of  steel  were  held  to  a  cer- 
tain percentage  of  the  United  States  market.  In  1971,  an  extension  of  the  VRA 
was  signed,  and  it  remained  in  effect  through  1974.  By  providing  this  protection 
against  all  steel  imports,  the  VRA  at  the  same  time  protected  the  domestic  industry 
against  any  possible  increase  of  unfairly  low-priced  specialty  steel  imports  which 
may  have  come  from  countries  allegedly  violating  the  embargo. 

It  has  also  been  claimed  that  Rhodesian  ore  is  essential  for  certain  high 
quality  alloys  because  it  is  the  highest  grade  ore  available.  To  the  contrary, 
however,  virtually  all  Russian  ore  is  of  a  higher  quality  than  Rhodesian  ore, 
both  on  the  basis  of  chrome  content  and  chrome-to-iron  ratio  : 


Chrome 
oxide   Chronne-to-iron 
(percent)                   ratio 

Russian  ore 

54                      4-1 

Rhodesian  ore 

48                      3-1 

RHODESIAN   FEBROCHROME 

After  the  Byrd  amendment  passed  and  attempts  were  begun  to  reinstate  the 
embargo,  the  arguments  against  tlie  embargo  shifted  somewhat.  No  longer  was 
the  claim  just  that  Rhodesia  was  an  essential  supplier  of  chrome  ore  to  our 
domestic  ferrochrome  industry ;  it  was  now  also  that  Rhodesia  was  an  irreplace- 
able source  of  ferroehrowe  to  our  steel  industry. 

When  the  chrome  trade  witli  Rhodesia  resumed  in  the  second  half  of  1971,  the 
import  figures  quickly  showed  a  pattern  in  which  the  Rliodesian  exports  were 
concentrated  not  in  the  ore,  but  in  the  higher  valued  ferrochrome.  While  this 
meant  economic  sense  to  the  Rhodesian  government,  it  meant  severe  trouble  to 
an  American  ferroalloy  industry  which  was  already  on  very  shakey  ground  due 
to  growing  imports  from  other  sources.  Ironically,  wlien  Congress  passed  the 
Byrd  amendment,  it  did  so  partly  on  the  stated  rationale  that  the  action  would 
save  jobs  of  our  members — yet  the  result  was  to  actually  place  in  jeopardy  jobs 
in  the  ferrochrome  industry  by  providing  another  source  of  low-wage  imports. 

By  1973,  our  domestic  high  carbon  ferrochrome  market  was  44  percent  domi- 
nated by  imports  (measured  as  a  percent  of  domestic  consumption),  and  Rhodesia 
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was  the  largest  .source  of  imports.  The  Rhodesian  imports  that  year  equaled 
IS  percent  of  our  domestic  consumption. 

By  1974,  however,  the  level  of  Rhodesian  imports  of  high  carbon  ferrochrome 
droppeil  considerably.  I  assume  that  this  is  because  the  less-than-stable  condi- 
tions— both  within  Rhodesia  and  between  Rhodesia  and  some  of  its  neighboring 
states,  upon  whom  it  is  reliant  for  the  transportation  of  exports — have  restricted 
the  outiJow  of  goods.  But  v.hatever  the  reasons,  it  only  serves  to  affirm  our  con- 
tention that  (1)  Rhodesia  cannot  now  be  considered  a  reliable  source,  and  (2) 
we  are  not  now  importing  enough  chrome  from  Rhodesia  to  make  them  indispen- 
sable to  us  at  this  time.  There  are  sufficient  alternate  sources  of  both  chrome 
ore  and  ferrochrome  (from  domestic  and  foreign  sources) ,  which  are  of  sufficiently 
high  quality,  to  easily  replace  our  current  level  of  imports  from  Rhode.sia. 

For  the  period  of  January-November,  1974.  our  imports  from  Rhodesia,  as  a 
percentage  of  domestic  consumption,  amounted  to :  chrome  ore — 8%  ;  high  carbon 
ferrochrome — 11%  ;  and  low  carbon  ferrochrome — 3%.  These  percentages  will 
drop  even  lower  for  the  full  12-month  period  of  1974  because  no  shipments  were  re- 
ceived from  Rhodesia  during  the  month  of  December.  However,  the  exact  per- 
centages for  the  full  year  cannot  now  be  computed  because,  while  the  import  data 
are  now  available  through  the  Bureau  of  Mines,  the  consumption  figures  used 
for  comparison  will  not  be  available  for  approximately  another  week.  Table  II 
provides  a  complete  breakdown  of  chrome  consumption  and  Rhodesiau  imports 
for  the  past  three  years. 

TABLE  II.— CHROME  CONSUMPTION  AND  IMPORTS 
[Gross  weight  in  short  tons] 

1972  1973  1 1974 

Chrome  ore  (metallurgical): 

Domestic  consumption 

Total  imports 

Percent  of  consumption 

Rhodesian  imports 

Percent  of  imports 

Percent  of  consumption 

High  carbon  ferrochrome: 

Domestic  consumption... .._ 

Total  imports 

Percent  of  consumption 

Rhodesian  imports 

Percent  of  imports 

Percent  of  consumption 

Low  carbon  ferrochrome: 

Domestic  consumption 

Total  imports 

Percent  of  consumption 

Rhodesian  imports 

Percent  of  imports _ 

Percent  of  consumption 

1  January-November. 
Source:  U.S.  Bureau  of  Mines. 

Regarding  the  replacement  of  Rhodesian  chrome  with  other  sources, 
a  February  13,  1975,  Anicrican  Metal  Market  article  entitled  "Flow  of  South 
African  Chrome  to  Japan  Slows"  (Attachment  2)  is  worthy  of  note.  It  de- 
scribes how  Japan,  under  pressure  from  the  U.N.,  has  initiated  self  enforcement 
of  the  sanctions  by  rejecting  Rhodesian  ore  which  in  the  past  had  been  trans- 
shipped through  South  Africa.  To  replace  the  Rhodesian  ore,  according  to  the 
article.  Japan  can  and/or  is  turning  to  increased  shipments  from  10  other 
countries  (India,  the  Soviet  Union,  Turkey,  the  Philippines,  Brazil,  Iran,  Mada- 
gascar. Sudan,  Pakistan  and  New  Caledonia).  This  should  at  least  indicate 
that  numerous  alternate  sources  are  available  throughout  the  world  should  we 
need  to  turn  to  them. 

The  February  13  article  is  also  interesting  because  of  its  references  to 
Turkey.  We  had  heard  many  statements  during  the  past  few  years  that  Turkey 
could  not  serve  as  a  replacement  source  because  Japan  had  tied  up  virtually 
all  of  Turkey's  output  in  long-term  contracts.  The  article  states,  however,  that 
"Turkey  had  wo  shipments  to  Japan  in  1974  although  in  1973,  there  were  45.121 
tons.  In  1972,  Turkey  shipped  only  10,369  tons."  (Emphasis  added)  Obviously, 
then,  Japan  has  not  monopolized  the  bidding  for  Turkish  supplies. 
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THE    CURRENT    SITUATION    IN    RHODESIA 

There  has  been  much  in  the  news  recently  concerning  movement  towards 
a  settlement  within  Rhodesia.  Those  developments  bring  up  three  important 
points : 

(1)  While  a  settlement  is  not  now  imminent,  it  is  ultimately  inevitable;  the 
5%  white  population  cannot  deny  forever  majority  rule  to  the  95%  African 
population.  The  U.N.  sanctions  are  therefore  only  temporary,  and  there  is  no 
reason  why  we  cannot  utilize  alternative  sources  for  this  small  amount  of 
chrome  during  the  temporary  period. 

(2)  It  must  be  acknowledged  that,  in  the  long  run,  we  will  need  to  rely  upon 
Rhodesia  for  chrome  since  they  process  by  far  the  world's  largest  chrome 
reserves.  AA'^ith  this  in  mind  it  is  all  the  more  important  that  we  renew  our 
adherence  to  this  temporary  embargo.  Our  own  self  interest  dictates  that  we 
maintain  good  relations  with  the  majority  leaders,  and  adherence  to  the  em- 
bargo is  an  important  step  towards  that  end. 

(3)  Since  pressure  in  the  southern  African  situation  is  beginning  to  produce 
political  results,  it  is  not  the  appropriate  time  for  the  United  States  to  con- 
tinue its  refusal  to  participate  in  the  U.N.  embargo.  The  economic  sanctions 
can  be  more  effective  now  than  ever  before.  Favorable  congressional  action  at  this 
particular  moment  may  provide  the  needed  and  perhaps  last  additional  stimulus 
to  a  peaceful  solution  prior  to  the  out)3reak  of  war. 

ENFORCEMENT    MECHANISM 

One  of  the  chief  concerns  -which  the  specialty  steel  industry  has  used  in  oppos- 
ing a  reimposition  of  the  embargo  is  their  fear  that  steel  producers  in  other 
countries  will  surreptitiously  obtain  lower  priced  ferrochrome  made  from  Rho- 
desian  ore  and  thereby  gain  a  competitive  advantage.  Although  we  have  not  felt 
that  any  such  price  differential  would  be  significant  enough  to  cause  job  dis- 
placement, we  have  urged  in  the  past  that  steps  be  taken  in  the  international 
community  to  assure  more  complete  and  uniform  compliance  with  the  embargo. 
However,  it  is  clear  that  the  United  States  steel  industry  is  now  more  vulnerable 
in  this  regard  than  in  the  past  because  the  Voluntary  Restraint  Agreement  is  no 
longer  in  effect  to  act  as  a  cushion  against  imports,  and  more  specific  enforce- 
ment measures  may  now  be  necessary. 

The  problem  which  exists  in  this  area,  then,  actually  has  two  aspects.  The 
first  is  the  failure  of  other  countries  to  comply  fully  with  the  sanctions,  and  the 
second  is  the  fear  of  competitive  disadvantage  resulting  from  the  uneven  com- 
pliance. While  not  necessarily  concurring  with  the  industry's  fear,  especially  to 
the  same  degree,  we  do  see  a  definite  value  in  eliminating  both  aspects  of  the 
problem.  If  the  industry  can  no  longer  claim  competitive  disadvantage,  then 
much  of  the  opposition  to  the  sanctions  will  be  gone.  And  just  as  important,  if 
we  can  cause  other  nations  to  come  into  compliance  with  the  sanctions,  we  will 
be  furthering  the  purpose  of  the  U.N.  action  and,  hopefully,  shortening  the  dura- 
tion of  the  sanctions  by  making  them  more  effective. 

We  propose  that  this  be  done  by  establishing  an  enforcement  mechanism  for 
imports  coming  into  the  United  States.  This  can  be  done  by  amending  H.R.  1287 
to  include  the  following  provisions : 

(1)  Foreign  producers  or  exporters  of  materials  or  articles  made  or  derived 
in  whole  or  part  from  forms  of  chromium  shall  furnish  to  the  Collector  of  Customs 
of  the  United  States,  with  each  shipment  of  such  material  or  article,  a  certificate 
of  origin  from  the  government  of  such  foreign  producer  or  exporter  certifying 
that  the  foreign  merchandise  shipped  to  the  United  States  contains  no  percentage 
of  chromium,  in  any  form,  of  Rhodesian  origin. 

(2)  Merchandise  from  a  foreign  producer  or  exporter  shall  be  excluded  from 
entry  into  the  United  States  Customs  area  by  the  Collector  of  Customs,  for  the 
duration  of  the  sanctions  imposed  against  Rhodesia  under  the  provisions  of  the 
United  Nations  Participation  Act  of  1945,  upon:  (a)  failure  by  such  producer 
or  exporter  to  make  such  certification  as  required  in  the  preceding  paragraph  :  or 
(b)  a  finding  by  the  Secretary  of  Commerce,  under  the  procedures  of  paragraph 
3,  that  such  certification  contains  false  information  as  to  the  origin  of  chromium 
contained  in  the  foreign  merchandise  shipped  to  the  United  States  by  such  pro- 
ducer or  exporter. 

(3)  Upon  receiving  a  petition  from  any  affected  party  in  the  United  States, 
the  Secretary  of  Commerce  shall  undertake  an  investigation  as  to  the  validity  of 
any  certification  made  under  paragraph  1  regarding  the  origin  of  chromium  con- 
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tained  iu  foreign  mercliandise  shipped  to  the  United  States,  and  shall  issue  a 
finding  upon  the  conclusion  of  the  investigation. 

The  U.N.  sanctions  are,  after  all,  a  multilateral  effort,  and  we  have  every  rights 
and  indeed  the  responsibility,  to  seek  multilateral  compliance.  Only  in  this  way 
can  the  sanctions  be  truly  effective,  and  only  in  this  way  can  we  assure  our  in- 
dustry that  they  truly  will  not  pay  a  penalty  for  our  country's  support  of  the 
U.N.  embargo.  Foreign  producers  of  goods  exported  to  the  United  States  would 
be  required  to  certify  with  the  Customs  Bureau  that  any  chrome  contained  in 
their  merchandise  did  not  originate  in  Rhodesia.  Any  individual  or  company 
doubting  the  validity  of  a  certification  could  request  an  investigation  by  the 
Secretary  of  Commerce.  If  it  is  found  that  the  foreign  merchandise  does  in  fact 
contain  Rhodesian  chrome,  then  any  further  importation  of  the  product  would  be 
prohibited  as  long  as  the  U.N.  embargo  is  in  effect. 

I  think  it  is  important  that  I  convey  to  you  the  fears  that  have  been  generated 
among  our  members  that  jobs  would  be  lost.  Company  officials  have  been  very 
positive  in  such  assertions.  While  it  is  possible  to  refute  or  put  in  proper  per- 
spective the  charges  of  anticipated  exorbitant  price  increases  or  overdepend- 
ence  upon  Russian  sources,  fears  of  job  losses  constitute  a  far  different  problem— 
and  I  submit  the  only  real  concern  which  our  Union  has  about  the  reimposition 
of  the  embargo.  Many  of  our  members  who  are  hesitant  about  and  even  resistant 
to  the  bill,  have  personally  expressed  to  me  their  wish  to  support  the  objectives 
of  the  legislation  to  bring  majority  rule  to  the  Rhodesians.. 

Previously,  the  steel  industry  was  receiving  import  protection,  and.  hence, 
job  protection  for  the  union  was  assured.  However,  the  TRA  has  expired.  I  have 
noted  that,  steel  imports  have  begun  to  climb  again.  The  labor  movement  was 
unsuccessful  in  preventing  the  enactment  of  the  current  trade  bill.  Our  Union 
was  unequivocally  opposed  to  the  bill.  It  now  remains  to  be  seen  whether  the 
trade  negotiations  will  be  equitable  for  the  steel  industry  and  its  workers,  and 
whether  the  safeguard  arrangements,  which  are  possible  under  the  Act,  will  pro- 
tect the  steel  industry  against  "foreign  producers  [who]  are  flooding  our  markets, 
selling  their  products  at  prices  substantially  below  ours,"'  as  Mr.  R.  P.  Simmons, 
President  of  Allegheny  Ludlum  Steel  Corporation,  recently  indicated. 

The  possibility  that  these  trade  negotiations  will  cause  a  renewed  steel  im- 
port crisis,  however,  should  not  be  abetted  by  any  imintended  consequences  of 
the  embargo.  The  adoption  of  the  amendment  to  restrict  steel  imports  from 
countries  which  purchase  Rhodesian  chrome  will  prevent  those  consequences 
from  occurring.  While  this  measure  can  protect  our  industry  from  this  cause  of 
unfair  competition,  and  while  it  can  allay  the  legitimate  fears  of  our  members, 
the  measure  can  also  serve  as  an  enforcement  mechanism  for  assuring  full  ad- 
herence to  the  U.N.  embargo.  At  least  the  violating  nations  will  not  be  able  to 
prosper  at  our  expense  in  our  markets. 

The  more  universal  the  compliance,  the  sooner  will  the  situation  in  Rhodesia 
correct  itself,  and,  after  all,  our  only  purpose  in  reimposing  the  embargo  is  to 
hasten  majority  rule  in  Rhodesia.  It  is  for  that  reason  that  our  Union  takes  a 
position  in  support  of  the  embargo.  We  hope  that  our  effort — which  involves  a 
front  line  exposure — will  help  bring  about  the  desired  result  as  quickly  as 
possible. 


(Attachment  1) 

Turkey  Asking  130  PEECE^'T  More  fob  Chrome  Ore  This  Tear  THA>r  Last 

(By  Donald  Nordberg) 

NEW  YORK — The  asking  price  for  Turkish  chrome  ore  in  negotiations  cur- 
rently underway  has  soared  more  than  130  percent  over  last  year's  selling  price, 
but  some  traders  and  users  doubt  whether  the  asking  price  will  be  met,  or  whether 
the  contracted  price  will  remain  firm  for  the  six-month  term  of  the  contracts. 

The  price  increases  desired  by  Etibank,  Turkey's  government-owned  chrome 
producing  firm,  are  approximately  equal  to  the  price  the  Soviet  Union  sought 
and  received  for  chrome  ore  shipments  for  the  first  half.  Turkish  ore  is  currently 
being  offered  in  the  range  of  $130  to  $140  per  metric  ton,  f.o.b.  Turkey  for  48 
percent  lumpy  grade  and  $110  to  $120  per  metric  ton  for  48  percent  rated  concen- 
trate. Prices  last  year  were  $.55-$60  per  ton.  and  $43  per  ton  respectively. 

According  to  a  source  at  William  H.  Mueller  &  Co.,  Inc.,  here,  U.S.  sales  agent 
for  Etibank.  the  negotiations  currently  underway  involve  ore  for  shipment  during 
the  period  March  through  August.  The  source  said  amounts  of  ore  are  expected 
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to  increase  between  20  and  30  percent  above  last  year's  levels.  (Acording  to  the 
Bureau  of  :.Iines,  Turkey  supplied  131,000  short  tons  of  ore  in  1973,  or  14  percent 
of  all  imports.  Of  ore  46  percent  grade  or  higher,  Turkey  supplied  83,000  tons, 
or  21  percent  of  the  total.  Incomplete  1974  data  show  the  proportion  last  year 
was  about  the  same.) 

The  source  also  indicated  that  Turkey  plans  to  increase  total  production  of 
chrome  ore  this  year  by  about  20  percent.  It  is  estimated  that  1973  production 
was  in  excess  of  400,000  tons.  Figures  for  last  year  have  not  yet  become  available. 

At  this  stage  of  the  negotiations,  few  sales  have  actually  been  made,  and  th" 
bulk  of  the  contracts  is  not  expected  to  be  completed  until  mid-February.  Whether 
the  asking  price  will  be  accepted  is  still  in  question,  and  some  trade  sources 
suggested  that  e-ven  contracts  written  at  the  asking  price  may  be  modified  later  if 
demand  for  chrome  slumps. 

According  to  trade  sources,  Turkish  ore  is  almost  certain  to  be  contracted  at 
higher  prices,  at  least  in  initial  agreements.  Shipping  charges  from  Turkey  have 
averaged  iipproximately  $20  per  ton,  which  brings  the  delivered  price  very  close 
to  the  8150  to  $160  per  ton  delivered  prices  recently  accepted  by  consumers  of 
Russian  clirome  ore. 

But  because  the  stainless  steel  market  has  recently  become  depressed,  trade 
and  industry  sources  suggest  the  demand  for  chrome  may  ease  in  the  near  future, 
putting  pressure  on  the  Turkish  asking  price.  About  60  percent  of  chrome  con- 
sumed in  the  U.S.  goes  into  stainless  steel. 

The  Turkish  price  is  thought  to  be  especially  vulnerable  to  any  decline  in  con- 
sumer demand  for  a  variety  of  reasons  : 

Much  South  African  and  Rhodesian  chrome  ore  is  already  contracted  at  fixed 
prices,  and  continued  railroad  shipping  difficulties  to  port  cities,  has  severely 
restricted  the  amount  of  spot  ore  available  from  Africa. 

The  Turkish  government  has  recently  been  described  as  "invisible"  and  "cha- 
otic" which  may  result  in  contracts  which  are  less  firm  than  those  asked  by  the 
Soviets. 

Various  trade  and  industiy  sources  report  difficulty  getting  ore  out  of  Turkey. 
Merchants,  they  claimed,  have  offered  higher  prices  than  those  contracted  last 
year,  and  not  all  the  contracted  ore  has  been  delivered.  The  sources  speculate 
that  if  the  market  for  chrome  declines  substantially,  contract  buyers  may  reverse 
the  pressure,  and  demand  lower  prices  than  those  agreed  upon. 

If  the  Turkish  asking  price  takes  effect,  it  is  likely  to  cause  price  increase  in 
at  least  some  ferrochrome  produced  in  the  U.S.  in  particular.  Globe  Metallurgical 
division  of  Interlake,  Inc.,  Cleveland,  which  is  largely  dependent  upon  Turkish 
chrome  ore.  is  almost  certain  to  raise  its  ferrochrome  prices,  according  to  a  source 
at  Globe.  He  also  indicated  the  firm's  ore  inventory  is  currently  rather  low. 

Other  producers  using  Turkish  ore  may  have  to  follow  suit,  depending  upon 
their  inventories  of  ore  and  the  mix  that  Turkish  ore  plays  in  their  production. 

One  added  consideration  which  could  tend  to  make  the  Turkish  price  more  firm 
is  the  recent  addition  of  chemical  companies  to  those  bidding  for  the  Turkish  ore. 


(Attachment  2) 
Flow  of  South  African  Chrome  to  Japax  Slows 
(By  John  Fujii) 

TOKYO  (FXS) — Shipments  of  chrome  ore  from  South  Africa  are  slowing  down 
but  due  to  the  drop  in  demand  for  stainless  steel,  the  effect  hasn't  been  felt  yet. 

South  Africa  accounted  for  619,338  tons  of  Japan's  total  chrome  imports  of 
1,163.616  tons  in  1973.  In  1974  only  the  January-November  figures  are  available, 
but  South  Africa  accounted  for  382,886  tons  out  of  a  total  import  of  1,045,980 
tons.  Since  shipments  from  Sotith  Africa  were  23,700  tons  in  November,  the  1974 
figure  is  expected  to  be  slightly  over  400,000  tons  but  more  than  200,000  tons  less 
than  in  1973. 

The  imports  from  South  Africa  in  1972  were  44.5.263  tons  out  of  a  total  of 
874,996  tons,  the  share  being  50.8  percent.  In  1973,  the  South  African  share  of 
total  imports  was  53.6  percent. 

:Metal  trading  sources  say  they  anticipate  that  South  Africa's  share  of  total 
Japanese  chrome  imports  in  1975  may  be  down  to  350,000  tons  or  less. 

The  reason  for  the  sudden  dip  in  South  African  shipments  is  the  fact  that 
previously  half  of  South  African  shipments  originated  in  Rhodesia  transshipped 
through  South  Africa,  while  Japanese  traders  looked  the  other  way. 
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The  question  of  sanctions  against  Riiodesia  was  raised  in  the  United  Nations 
last  June  and  the  Japanese  decided  to  become  more  strict  about  the  origin  of 
their  chrome.  This  was  the  reason  for  the  sudden  drop  in  Soutli  African  ship- 
ments, trading  sources  explained.  Stiipments  for  January  through  April  were 
unaffected  however. 

What  alternate  sources  does  Japan  have  for  chrome  ore?  Shipments  from  India 
have  increased,  Japan  imported  153,947  tons  of  chrome  ore  from  India  in  1972 
which  increased  in  1973  to  221,224  tons.  In  the  first  11  months  of  1974,  India 
accounted  for  275,591  tons. 

The  Soviet  Union  shipped  304,159  tons  of  chrome  to  Japan  in  1972  which 
declined  to  95.333  in  1973.  In  the  first  11  months  of  1974.  Soviet  shipments  totalled 
113.450  tons. 

Turkey  had  no  shipments  to  Japan  in  1974  although  in  1973,  there  were  45,121 
tons.  In  1972,  Turkey  shipped  only  10,369  tons. 

The  Philippines  and  Brazil  are  other  major  sources  of  chrome  ore  for  Japan. 
The  Philippines  accounted  for  77,550  tons  in  1972,  115,480  tons  in  1973  and  112.250 
tons  in  the  January-November  period  of  1974.  Since  the  monthly  shipment  in 
November  from  the  Philippines  was  13,650  tons,  the  1974  total  is  expected  to  be 
over  125,000  tons. 

Turkey  and  the  Soviet  Union  are  offering  chrome  ore  for  $130  to  $140  a  ton 
f.o.b.  Japan  is  getting  chrome  from  the  Philippines  for  $76  a  ton  f.o.b.  so  there 
is  no  need  to  pay  $140,  .Japanese  sources  said.  So  far  there  has  V>een  a  big  drop 
in  demand  for  stainless  steel.  Industry  sources  said  that  the  production  cutback 
has  been  nearly  50  percent.  The  demand  has  been  sluggish  since  1971  when  a 
cartel  was  formed.  There  is  no  cartel  now  but  the  major  producers  have  all  cut 
back  production. 

The  major  independents  are  Nippon  Stainless  Steel  Co..  Nippon  Kinzoku  Co. 
and  Nippon  Yakin  Co.  Companies  that  produce  stainless  steel  are  Nippon  Steel 
Corp.,  Kawasaki  Steel  Corp.  and  Nisshin  Steel  Co.  Japanese  sources  explain  that 
70  to  SO  percent  of  Japan's  chrome  ore  needs  are  long  range  contracts  while  20 
to  30  percent  are  purchased  on  a  spot  basis  depending  on  the  demand. 

The  big  question  in  the  industry  is  whether  the  United  States  will  ban  im- 
ports of  chrome  from  Rhodesia?  This  is  bound  to  tighten  demand  and  keep  prices 
high. 

The  Japanese  manage  to  keep  going  with  depleted  sources  of  chrome  now  due 
to  the  "stagflation,"  but  industry  sources  wonder  what  will  happen  when  eco- 
nomic conditions  recover  and  demand  rises  again. 

"What  other  sources  can  Japan  turn  to?  The  Philippines,  of  course,  and  Iran. 
Iran  makes  only  spot  offers. 

In  1972,  Iran  shipped  24.548  tons  of  chrome  ore  to  Japan.  In  1973  Iran  shipped 
only  11,634  tons  and  in  1974  shipped  63,833  tons. 

Brazil  was  formerly  considered  an  expensive  source  for  chrome  because  of 
higher  shipping  costs.  However,  with  rising  prices  now,  Brazil  has  become  a  more 
attractive  source,  it  is  explained. 

Some  of  the  other  sources  of  chrome  ore  for  Japan  are  Madagascar,  Sudan, 
Pakistan  and  New  Caledonia. 

Industry  sources  sav  that  exports  of  stainless  steel  sheets  and  coils  amounted 
to  191,000  tons  in  1972,  249.000  tons  in  1973  and  222,000  tons  in  the  first  10  months 
of  1974.  Forecast  for  1975  i.s  around  190,000  to  200,000  tons. 


(Attachment  3) 

[Published  by  the  United  Steelworkers  of  America] 

Jobs  oe  Peofits? 

facts  veesus  fiction  on  bhodesian  cheome 

(What  are  the  Real  Issues  Which  Affect  American  Workers?) 

FoREwoEn — Job  Loss   Scaee  in   Cheome 

Perhaps  one  of  the  criielest  forms  of  intimidation  toward  working  people  is  the 
ever-present  threat  of  job  loss,  activated  by  large  corporate  interests  who  seek  to 
improve  their  profit-making  capacity  by  utilizing  the  spectre  of  plant  shutdowns. 
Unfortunately,  a  situation  exists  today  in  the  United  States  where  the  worst  of 
these  scare  tactics  have  been  employed  against  members  of  the  United  Steel- 
workers  and  their  families. 
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Some  companies  have  made  misleading  statements  that  Steelworkcr  jobs  are 
endangered  by  the  United  Nations  embargo  on  Rhodesian  chrome.  They  have 
sought  to  use  some  members  of  our  union  in  tlieir  elTorts  to  have  the  U.S.  ignore 
the  sanctions  imposed  by  the  community  of  nations  against  Rhodesia,  where  slave 
labor  conditions  have  understandably  made  this  source  of  cheap  labor  and  ore 
attractive  to  multinational  investments. 

Not  only  have  these  companies  distorted  the  true  facts  surrounding  the 
Rhodesian  chrome  situation,  but  they  have  ignored  the  existenee  of  ample  supplies 
from  other  countries  and  the  government  stockpile  of  chrome  ore  which  would 
equal  current  imports  from  Rhodesia  for  19  years. 

The  facts  are  that  specialty  steel  jobs  will  not  be  lost  hut  rather  USWA  ferro- 
chrome  jobs  have  been  further  jeopardized  because  of  the  new  pressures  from 
Rhodesian  ferrochrome  smelting  sources.  Last  year  the  Ferroalloys  A.ssociation 
declared  that  unless  "aid  is  forthcoming  soon  it  will  only  be  a  matter  of  time 
until  almost  all  domestic  production  of  ferrochrome  and  chromium  metal  will 
cease  and  the  bulk  of  our  country's  requirements  will  be  supplied  from  and 
dependent  on  foreign  production." 

The  pressure  of  low-cost  imports  of  ferrochrome  from  Rhodesia  began  to  be  felt 
only  months  after  passage  of  the  Byrd  Amendment,  which  "sanctioned"  the  U.S. 
to  violate  our  international  obligations  and  deal  with  the  rump  government  cre- 
ated by  Rhodesian  racists.  Today  seven  USWA  locals  wiio  once  employed  2,800 
workers  in  four  companies  in  Ohio,  West  Virginia,  South  Carolina  and  Alabama 
now  have  a  work  force  almost  30  per  cent  smaller — ilirectly  attributed  to  ferro- 
clirome  imports  of  which  Rhodesia  is  the  largest  source. 

Steelworkers  who  have  been  asked  by  company  publications  and  mailings  to 
support  their  lobbying  efforts  to  continue  this  source  of  cheap  ferrochrome  may 
correctly  ask  if  the  motivation  behind  this  concern  is  not  American  jobs,  but 
rather  multinational  profits?  Union  Carbide  and  Foote  Mineral  are  not  coinci- 
dentally  the  most  prominent  lobbyists  for  Rhodesia — for  they  liave  multimiilion 
dollar  investments  in  that  country  and  seek  to  protect  their  holdings. 

Wlieu  dealing  with  members  of  Congress,  company  spokesmen  have  never  docu- 
mented possible  job  loss  due  to  any  adherence  to  the  Rhodesian  boycott.  The  job 
loss  scare  is  directed  to  the  employes,  as  part  of  their  game  plan  to  use  workers 
as  pawns  to  influence  Congressmen.  They  have  not  and  cannot  sulistantiate  their 
attacks  on  USWA  Congressional  testimony  that  American  steelworkers  are  not 
threatened  by  an  embargo  of  imports  from  Rhodesia.  Present  and  projected  steel 
markets  are  strong  and  alternate  sources  of  chrome  exist. 

Certain  companies,  whose  history  with  their  own  employes  do  not  substantiate 
an  overconcern  for  people  before  profits,  have  attempted  to  confuse  some  USWA 
memliers  for  their  purposes.  The  job  loss  tactic,  applied  in  the  past  to  union  orga- 
nization, pollution  control,  occupational  health  and  safety  and  other  challenges  to 
corporate  profits,  will  not  hold  up  under  careful  scrutiny  and  honest  investiga- 
tion. Facts^and  not  job  loss  scares — -will  place  the  issue  into  true  perspective. 

T.  Do  We  Need  Rhodesian  Chrome  Ore? 

1.    WITHOUT  EHODESIAlSr  CHROME  BEING  AVATLABI.E,  IS  THE  UNITED  STATES  FORCED  TO 
RELY    UPON    SOVIET    RUSSIA    FOR    THE    ORE? 

The  United  States  has  always  had  to  rely  upon  Russia  for  chrome  ore.  Since 
we  do  not  possess  any  chrome  ore  deposits  considered  of  economic  value,  we  are 
totally  dependent  upon  foreign  sources.  There  are  a  number  of  sources  available 
to  us  for  metallurgical  chrome  ore,  specifically,  Russia,  Rhodesia,  Turkey,  South 
Africa  and  numerous  other  lesser  sources,  including,  at  least  potentially,  our  own 
government  stockpile  .  (See  #2  for  more  on  the  stockpile.) 

To  say  that  Russia  was  our  main  source  of  ore  during  the  embargo  years  is 
true.  l)ut  also  highly  misleading  because  that  was  not  a  new  situation.  In  4  out 
of  the  5  years  immediately  before  the  embargo,  Russia  was  our  largest  source 
of  the  ore — not  Rhodesia. 

Since  the  Byrd  amendment  went  into  effect,  Russia  continues  to  be  our  main 
source  of  ore.  In  197.3,  52  percent  of  our  ore  came  from  Russia,  while  only  11 
percent  came  from  Rhodesia.  In  fact,  the  tonnage  we  received  from  Russia  in 
1972  was  actually  higher  than  during  the  embargo.  The  table  below  shows  the 
percentages  of  imports  by  country  of  origin  from  1963  through  1973. 
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The  actual  tonnage  of  ore  we  import  from  tlie  U.S.S.R.  has  now  decreased  be- 
cause of  the  large  amounts  of  processed  ferrochrome  (as  opposed  to  raw  chrome 
ore)  we  are  now  importing  from  Rhodesia  and  other  sources,  thereby  lowering 
our  total  demand  for  the  ore.  Russia  is  not  competing  against  Rhodesian  ore,  but 
against  the  processed  product,  ferrochrome.  It  must  be  pointed  out  that  this 
trend  away  from  ore  and  towards  ferrochrome  imports  marlis  a  serious  problem 
for  our  domestic  ferrochrome  industry  in  maintaining  a  healthy  share  of  the 
domestic  marlcet  ( see  Section  II ) . 

The  point  is  this  :  the  expressed  intent  of  the  Byrd  Amendment  was  to  alleviate 
our  reliance  upon  Russia  for  chrome  ore.  It  has  not  done  so ;  our  i-eliance  upon 
Soviet  ore  has  been  consistently  high  before,  during  and  after  the  embargo. 

If  we  were  to  lose  Rhodesia  as  a  supplier  of  ferrochrome  through  reimposition 
of  the  embargo,  there  would  again  be  a  greater  demand  for  ore  which  can  be 
processed  into  ferrochrome  domestically.  Russia,  of  course,  is  one  source  Avhicli 
could  help  fill  this  demand,  but  it  is  not  the  only  one.  South  Africa  is  an  increas- 
ingly important  potential  source  of  ore.  While  its  ore  is  of  lower  quality,  tech- 
nological developments  in  the  specialty  steel  industry  (i.e.,  the  increasing  usage 
of  the  argon-oxygen  decarburization,  or  AOD,  process)  now  allow  large  scale  use 
of  ferrochrome  made  exclusively  from  South  African  ore. 

Therefore,  the  tM'o  important  points  are:  (1)  even  before  the  embargo  we 
were  heavily  dependent  upon  Russia,  and  we  continue  to  be  so  after  the  lifting 
of  the  embargo;  and  (2)  there  are  other  sources  available  if  the  need  should 
arise. 

IMPORTS  OF  METALLURGICAL  GRADE  CHROMITE  FOR  DOMESTIC  CONSUMPTION 
[Total  imports  by  gross  weight  in  thousands  of  short  tons) 

Percent  by  country  1963    1964    1965    1966    1967    195S    1969    19^0    1971    1972      1973 

Rhodesia... 37   37   (37)   24   22  4   10   11 

U.S.S.R _-. (49)  (42)   27   (33)  (45)  (59)  (57)  (58)  (41)  (59)  (53) 

Turkey 10    6   19   20   16   27   14   19   27    9   22 

South  Africa 5    5   13   20   14   13   27   14   21   IS    9 

Other. 04422129765 


Totalimports,  gross  weight 394      651      884      913      660      567      529      703      667      633      384 

Note:  Amount  in  parentheses  indicates  country  with  largest  percentage. 
Source:  U.S.  Bureau  of  Mines. 

2.     WILL    GREATER    RELIA>-CE    ON    RUSSIA    JEOPARDIZE    OUR    NATIONAL    SECURITT 

The  Federal  Government,  including  the  Defense  Department,  has  determined 
that  reimposition  of  the  embargo  would  have  no  effect  upon  our  defense  posture. 
They  have  determined  that  the  government  stockpile  contains  an  abundance  of 
good  quality  chrome  ore  far  in  excess  of  any  foreseeable  military  needs.  The 
Administration  has,  in  fact,  proposed  that  2.1  million  tons  of  metallurgical 
chrome  ore,  391,000  tons  of  high  carbon  ferrochrome,  and  299,000  tons  of  low 
carbon  ferrochrome  be  released  from  the  stockpile  as  excess.  Some  of  this  ma- 
terial is  listed  as  "nonstockpile  grade;"  however,  all  of  it  is  commercially  usable. 
(Not  included  in  the  figures  are  900,000  tons  of  nonusable  ore.) 

On  July  20,  1973,  Deputy  Secretary  of  Defense  Clements  wrote  to  Congress- 
man Fraser : 

".  .  .  the  metallurgical  grade  chromite  needed  by  industry  to  support  the  De- 
fense Department's  steel  requirements  during  the  first  year  of  a  v/ar  amounts 
to  128.300  short  tons,  or  2.S%  of  the  quantity  held  in  the  (stockpile)  inventory 
as  of  31  December  1972." 

Furthermore,  Secretary  of  State  Kissinger  stated  on  February  8,  1974,  in  a 
letter  to  Congressman  Buchanan  : 

"I  am  personally  convinced  that  the  Byrd  provision  is  not  essential  to  our 
national  security,  brings  us  no  real  economic  advantages,  and  is  costly  to  the 
national  interest  of  the  United  States  in  our  conduct  of  foreign  relations." 

The  quantity  proposed  to  be  released  from  the  stockpile  is  more  than  enough 
to  make  up  for  the  Rhodesian  share  of  our  supplies  without  increasing  our  de- 
pendency on  Russia.  As  shown  in  the  following  chart,  if  the  excess  chrome  in 
the  stockpile  were  used  to  replace  the  Rhodesian  imports  at  their  1973  rates,  it 
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could  do  80  for  19  years.  The  chart  does  not  deal  with  low  carbon  ferrochronie 
because  as  explained  elsewhere,  the  amount  of  Rhodesian  imports  of  low  car- 
bon ferrochrome  are  negligible.  ,    ,  ,,        ^    ,    .,  ^         ^    •  ^ 

Recently  some  in  industry  have  been  arguing  that  the  stockpiled  material 
(chrome  and  others)  should  not  be  released,  but  rather  should  be  built  up  to  an 
even  higher  reserve.  By  law,  the  stockpile  is  now  maintained  only  at  the  level 
needed  for  national  security,  but  some  in  industry  are  now  urging  that  the 
concept  be  expanded  to  include  an  "economic"  stockpile.  This  is  needed,  they 
say,  to  protect  American  industry  against  any  interruptions  (political  or  other- 
wise) in  the  supply  of  needed  materials  upon  which  we  are  import-dependent. 

The  merits  of  this  arsument  aside,  it  seems  obvious  that  the  U.X.  sanctions  on 
Rhodesia  provide  an  excellent  example  of  the  type  of  interruption  of  supply 
about  which  the  industry  is  concerned.  Release  of  the  excess  chrome  in  the  cur- 
rent stockpile  to  make  up  for  the  loss  of  Rhodesia  as  a  supplier,  then,  should 
be  fully  consistent  with  their  line  of  argument,  if  indeed  there  will  be  a  shortage 
of  chrome  when  the  embargo  is  reinstituted. 

As  shown  in  the  preceding  table,  there  is  enough  excess  chrome  in  the  stock- 
pile to  replace  the  1973  Rhodesian  imports  for  19  years. 

STOCKPILE  EXCESS  VS.  RHODESIAN  IMPORTS  (SHORT  TONS,  GROSS  WEIGHT) 


Rhodesian  1973 
Stockpile  excess  imports 


Wletallurgical  chrome  ore --  '2,064,000  "  f ?  ilS 

High  carbon  ferrochrome - --  391,000          4°^  "^J 

Total ---- ---- -  1,216,000  63,351 

Years  of  consumption  at  1973  rate . - 19-2  1 


1  As  ferrochrome  equals  825,600. 

2  As  ferrochrome  equals  17,268. 

Note:  Equivalency  ratio  of  ore  to  ferrochrome  equals  2.5;1.  This  is  the  accepted  GSA  formula  for  converting  chrome  ore 
(gross  weight)  into  ferrochrome  (gross  weight). 

3.   IS  RUSSIAN  ORE  OF  A  LOWER  QUALITY  AND  HIGHER  PRICE  THAN 

RHODESIAN    ORE? 

Russian  metallurgical  ore  is  of  an  excellent  quality  and,  in  fact,  virtually  all 
of  it  is  higher  quality  than  Rhodesian.  The  Russian  ore  has  both  a  higher  chrome 
content  and  a  higher  chrome-to-iron  ratio,  and  according  to  the  Ferroalloys  As- 
sociation, is  well  suited  for  both  high  and  low  carbon  ferrochrome. 

Despite  the  better  quality,  the  price  of  the  Russian  ore  is  only  slightly  higher 
than  the  Rhodesian  price.  As  reported  in  the  American  Metal  ilarkct  of  Janu- 
ary 24,  1974,  the  Russian  price  was  $52  per  ton  and  the  Rhodesian  price  was  $50 
per  ton  (prices  ba.sed  upon  long  ton  FOB  at  Atlantic  port,  for  the  ore  grades 
listed  above). 

During  the  years  that  the  embargo  was  in  effect,  the  price  of  Russian  ore  did 
rise.  But  the  price  increases  matched  increases  in  the  world  demand  for  steel 
during  those  same  years  (allowing  a  one-year  lag  in  the  demand/price  relation- 
ship due  to  long  term  contracts  for  chrome  ore).  Perhaps  the  Russian  prices  were 
overly  inflated  during  the  embargo  years ;  there  is  no  way  of  knowing  for  sure, 
and  certainly  no  way  of  knowing  by  how  much.  At  best,  the  embargo  was  only 
one  factor  of  several  affecting  the  ore  prices  during  those  years.  During  periods 
of  high  demand,  prices  naturally  tend  to  rise,  and  this  factor  cannot  be  ignored 
with  regard  to  chrome. 

As  a  matter  of  fact,  price  increases  in  the  .specialty  steel  industry  and  ferro- 
chrome industry  have  recently  been  responding  to  the  current  high  demand. 
These  prices  have  occurred  despite  the  accessibility  to  Rhodesian  chrome  and 
ferrochrome.  Hence,  the  termination  of  the  embargo  has  had  little  impact  on 
recent  price  patterns  which  is  precisely  our  contention  about  the  earlier  price 
movements. 

Chrome  was  not  the  only  material  which  experienced  price  increases  during 
the  embargo  years.  In  its  petition  to  the  Cost  of  Living  Council  earlier  this  year 
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the  Ferroalloys  Association  showed  that  during  that  period  the  following  price 
rises  occurred : 

High  carbon  ferromanganese 11.  8%  increase 

Silicomanganese  C  grade B7%  increase 

Manganese  metal 11.5%  increase 

The  Congressional  Research  Service  of  the  Library  of  Congress  recently  made 
an  analysis  of  the  issue.  With  regard  to  the  Russian  price-rise  during  the  em- 
bargo years,  the  study  says,  ''the  Soviet  Union  produces  the  highest  grade  chrome 
available.  Lower  quality  chromite  from  other  areas  of  the  world  has  also  in- 
creased in  price  more  or  less  proportionately  to  that  for  Soviet  ore." 

Once  again,  it  should  also  be  emphasized  that  the  specialty  steel  industry  is 
growing  less  and  less  dependent  upon  ferrochrome  made  from  high  grade 
chrome  ore.  The  trend  for  virtually  the  entire  industry  is  towards  conversion  to 
the  AOD  process  which  can  make  use  of  products  from  the  lower  grade  ores. 
Therefore,  greater  reliance  for  ore  can  be  placed  upon  sources  other  than  either 
Russia  or  Rhodesia,  since  the  AOD  process  makes  usable  the  high  carbon  ferro- 
chrome as  well  as  low  carbon  ferrochrome. 


Chrome 
oxide  Chrome-to-iron 
(percent)                   ratio 

Russian  ore.. , 

54                      4:1 

Rhodesian  ore.. 

48                       3:1 

4.  DURI>'G  THE  EMB.\RG0,   W.\S  KHODESIAN  ORE  TRANSSHIPPED  TO  THE  UNITED  STATES 

.\T    A    HIGHER    PRICE? 

Stories  have  been  circulated  that  during  the  embargo  years  Russia  was  buying 
Rhodesian  oi-e  and  then  reselling  it  to  the  U.S.  at  a  large  profit.  The  U.S.  Geo- 
logical Survey  has  made  chemical  tests  of  the  ores  to  determine  their  origin  and 
has  proven  the  claim  to  be  false. 

It  should  also  be  noted  that  the  embargo  is  enforced  by  the  Bureau  of  Customs. 
Anyone  who  violates  the  embargo  by  importing  Rhodesian  products  under  false 
pretenses  is  subject  to  prosecution  by  the  Justice  Department,  and  liable  to  a 
fine  of  up  to  .$10,000.  As  an  example  of  the  enforcement,  Reynolds  Aluminum  was 
indicated  in  November  of  1973  for  attempting  to  import  a  shipment  of  Rhodesian 
pentaiite  falsely  described  as  originathig  from  Mozambique. 

If  trans-shipment  or  other  forms  of  violation  are  suspected  with  regard 
to  chrome,  including  products  made  from  Rhodesian  ore,  a  legal  mechanism  for 
remedy  exists  and  should  be  initiated  (see  31  CFR,  Ch.  V,  530).  During  the 
embargo,  however,  no  formal  charges  were  pursued  by  the  industries  which  were 
challenged  to  be  affected  with  regard  to  chrome. 

II.   Do  We  Need  Rhodesian  Fereochrome  ? 

1.  WITHOUT  rhodesian  FERROCHROME,  WILL  AMERICAN  STEELWORKERS'  JOBS  BE  LOST? 

(A)  Booming  Market. — The  steel  industry  is  in  one  of  the  highest  demand 
periods  of  its  history,  and  all  projections  indicate  that  this  is  a  long  range  situa- 
tion, not  just  a  temporary  boom.  For  instance,  at  the  seventh  annual  conference 
of  the  International  Iron  and  Steel  Institute  held  last  fall,  the  concern  was  not 
on  how  to  stimulate  demand,  but  rather  on  how  to  expand  capacity  to  fill  the 
skyrocketing  worldwide  demand  over  the  next  two  decades. 

This  optimistic  outlook  applies  not  only  to  the  basic  steel  in^lustry,  but  also 
to  the  specialty  steel  industry — the  main  user  of  chrome.  Specialty  still  will  not 
only  be  holding  on  to  its  present  high  level,  but  will  experience  fantastic  growth. 
Roger  Albrandt,  Chairman  of  Allegheny  Ludlum,  stated  before  a  Senate  com- 
mittee in  February  that  the  United  States  will  need  an  additional  300,000  tons  of 
stainless  steel  capacity  by  19S0.  As  further  evidence  : 

Allegheny  Ludlum's  recent  annual  report  states  that  "capacity  will  have  to 
be  increased  in  the  several  companies  ...  if  we  are  to  meet  the  projected  high 
demand  for  the  rest  of  this  decade."  Beginning  March  15,  the  Allegheny  Ludlimi 
quarterly  dividends  increased  by  over  16%. 
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In  April  of  tliis  year,  Robert  J.  Buckley,  President  of  Allegheny  Liullum 
stated  before  the  Securities  Analysts  of  San  Francisco,  •"The  question  in  specialty 
steel  and  in  other  Allegheny  Ludluni  operations  at  the  moment,  and  iterhaps  for 
the  foreseeable  future,  is  not  how  to  find  growth  opportunities,  but  rather  how 
to  capitalize  on  all  the  opportunities  open  to  us. 

"As  to  current  outlook,  we  see  no  reason,  barring  an  unlikely  general  severe  re- 
cession, why  we  should  not  continue  to  grow  and  prosper  in  1974." 

Washington  Steel's  latest  quarterly  report  described  its  "strong  and  solid 
order  book,"  and  depicted  a  condition  of  only  "limited  importations  to  disturb 
our  markets."  The  report  also  announced  new  quarterly  highs  for  earnings  and 
sales,  which  were  up  45%  and  30%  respectively  over  the  previous  year,  and  an 
increase  in  dividends  of  nearly  14%.  Washington's  annual  report  for  1973  stated, 
"we  believe  the  need  for  flat  rolled  stainless  steel  will  expand  dramatically  in 
years  ahead — domestically  as  well  as  worldwide."  The  company  announced 
in  April  a  decision  to  invest  $1S  million  in  a  new  hot-rolling  mill. 

Carpenter  Technology's  latest  quarterly  report  tells  of  recent  expansions  and 
modernizations  in  its  Reading  and  Bridgeport  facilities,  and  predicts  fiscal 
year  1974  to  be  a  record  year. 

Latrobe  Steel's  annual  report  is  "optimistic  about  1974." 

In  this  context  of  high  growth  rate  which  is  pressing  our  present  and  pro- 
jected capacity,  it  is  completely  misleading  to  speak  in  terms  of  job  losses  in 
the  specialty  steel  industry.  The  concerns  registered  in  the  recent  company 
reports  have  not  been  over  the  source  of  chrome  ore,  but  rather  over  the  need 
for  removal  of  price  controls  so  that  domestic  prices  can  be  increased  to  the 
liigher  foreign  price  levels,  and  so  that  sufficient  returns  can  be  generated  to 
allow  for  further  capital  expansion  to  meet  the  growing  demand.  Now  that  the 
controls  have  been  lifted,  prices  have  been  raised  significantly  for  many  product 
lines. 

The  ferrochrome  needed  to  meet  specialty  steel's  anticipated  expansion  of 
capacity  can  be  obtained  from  a  number  of  sources,  including  our  domestic  ferro- 
chrome industry,  as  discussed  earlier.  Unless  we  make  some  decisions  now  about 
the  domestic  ferrochrome  industry  and  its  expansion,  our  American  ferroalloys 
plants  will  not  be  able  to  meet  future  demands.  Hence,  we  are  urging  a  greater 
reliance  upon  ore  rather  than  ferrochrome  imports.  At  least  we  should  not  be 
pressing  for  greater  ferrochrome  imports  which  is  the  situation  with  regard  to 
Rhodesia  where  the  majority  of  imports  are  in  the  form  of  ferrochrome. 

(B)  Minimal  Price  Impact. — It  is  impossible  to  make  any  exact  determina- 
tions on  what  the  economic  effects  of  reimposing  the  embargo  would  be  because 
all  the  computations  are  necessarily  based  upon  speculation.  Close  examination 
of  the  possibilities,  though,  show  that  the  impact  would  be  minimal. 

Some  people  in  the  industry,  however,  have  been  making  loose  statements  im- 
plying highly  exaggerated  costs.  It  is  often  said  that  the  cost  of  the  embargo, 
while  it  was  in  effect,  reached  the  level  of  $96  million  per  year.  That  figure  is 
derived  by  multiplying  the  increase  in  chrome  prices  during  the  embargo  years 
by  the  total  tonnage  of  chrome  contained  in  a  year's  production  of  stainless 
steel.  For  a  number  of  reasons,  this  is  an  entirely  unjustified  and  misleading 
method  of  computation.  The  most  obvious  problem  with  such  reasoning  is  that  it 
places  the  entire  cause  for  all  chrome  price  increases  for  the  five-year  period, 
even  those  from  non-Russian  sources,  on  the  embargo.  As  stated  elsewhere,  those 
were  also  years  of  high  worldwide  demand  for  steel,  and  chrome  prices  as  well 
as  prices  for  other  materials  were  rising  in  response  to  that  demand.  There  is 
no  way  of  knowing  to  what  degree  the  embargo  affected  the  chrome  prices — it 
can  at  most  be  said  to  have  been  only  one  of  many  factors. 

Price  increases  for  chrome  must  be  viewed  in  an  accurate  perspective  with  re- 
gard to  the  prices  for  the  total  steel  product.  In  stainless  steel,  chrome  accounts 
for  an  average  of  10-12%,  of  the  selling  price  of  the  final  product.  In  tool  steel. 
2-3%  of  the  final  price  is  attributable  to  chrome,  and  for  alloy  steels  in  general 
the  contributing  factor  is  about  4%.  Any  increases  in  chrome  costs — due  to 
reimposition  of  the  embargo  or  any  other  factor — will  translate  into  increased 
steel  costs  only  as  a  fraction  of  these  percentages. 

In  a  period  of  such  peak  demand,  temporary  cost  increases  of  these  small  mag- 
nitudes most  assuredly  would  not  lead  to  any  job  dislocation  in  the  .steel  indus- 
try. In  this  conjunction,  it  should  be  noted  tliat  due  to  domestic  and  foreign  cur- 
rency revaluations  in  recent  years  and  due  to  the  domestic  price  controls  (which 
are  now  ended),  American  specialty  steel  products  are  now  priced  lower  than 
foreign  steel  for  many  items.  This  further  demonstrates  that  cost  pas.s-throughs 
of  tl'.e  small  magnitude  involved  will  have  no  adverse  effect  upon  competitive- 
ness. 
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Since  the  lifting  of  controls,  prices  for  specialty  steels  and  ferroalloys  have 
increased  sharply,  and  tliey  probably  will  continue  to  do  so  in  the  future  in 
response  to  the  dynamic  world  steel  marliet.  We  have  no  doubts,  though,  that 
had  the  UN  embargo  been  in  effect  it  would  have  been  singled  out  for  blame 
for  the  price  hikes  and  the  broader,  overall  market  pressures  would  have  largely 
been  downplayed. 

(C)  Steel  Industry  Protections. — Regardless  of  possible  slight  price  increases 
for  chrome  or  other  raw  materials,  the  domestic  steel  industry  has  a  number 
of  important  i^rotections  to  shelter  it.  Among  these  protections  : 

(i)  Voluntary  Restraint  Agreement. — In  1969,  the  United  States,  together 
with  Japanese  and  European  steel  producers  signed  the  first  VRA  (import 
quota).  Under  this  agreement,  imports  were  held  to  a  given  percentage  of 
the  United  States  market.  The  Steelworlvers  worked  closely  with  industry  in 
having  the  agreement  initiated.  In  May  of  1971,  a  new  VRA  was  signed  which 
specifically  strengthened  the  protection  for  our  domestic  specialty  steel  industry. 
Again  the  Union  .ioined  with  the  specialty  steel  industry  to  obtain  specific  cate- 
gories of  control  for  stainless,  tool  and  high  alloy  steels.  This  agreement,  espe- 
cially the  revised  VRA,  has  been  a  significant  factor  in  holding  imports  down 
in  recent  years,  and  most  recently,  its  effectiveness  has  been  augmented  by  the 
high  worldwide  steel  demand  and  currency  revaluations. 

This  has  been  especially  true  for  stainless  steel.  In  1973,  total  stainless  steel 
imports  from  VRxi  nations  were  substantially  below  the  VRA  limits,  and  the 
quantity  of  imports  from  all  sources  was  12%  below  the  1972  level.  Imports 
of  tool  and  other  alloy  steels,  however,  did  exceed  the  VRA  levels  in  1973.  To  a 
large  extent  this  was  a  result  of  the  fact  that  the  domestic  steel  producers  do  not 
have  sufficient  capacity  to  supply  our  current  domestic  demands. 

The  same  has  been  true  this  year.  As  reported  in  the  American  Metal  Market 
on  July  3,  1974,  the  Japanese  and  European  producers  of  specialty  steels,  with 
the  possible  exception  of  tool  steel,  "won't  come  anywhere  near  exceeding  their 
1974  steel  import  ceilings  if  they  continue  exports  to  the  United  States  at  the 
January  through  April  pace." 

What  will  happen  with  regard  to  steel  imports  when  the  VRA  expires  at  the 
end  of  this  year  is  not  known.  Currently,  the  prices  of  imported  steels  are  gen- 
erally higher  than  our  own  prices.  If  steel  imparts  begin  again  to  make  dangerous 
inroads  on  our  domestic  market,  the  reasons  will  be  much  more  far-reaching  than 
the  source  of  our  chrome.  Because  of  the  small  amount  of  chrome  contained  in 
.specialty  steels  (measured  by  price  impact),  any  possible  price  effects  of  the 
embargo  reimposition  would  be  negligible  upon  our  competitive  status. 

(ii)  Buy  American. — In  an  efliort  to  help  assure  that  we  will  always  have  a 
viable  specialty  steel  industry,  the  Government,  by  law,  gives  preference  to  Amer- 
ican products  in  its  purchasing.  Section  813  of  the  Military  Procuirement  Act  of 
1973  specifically  applies  this  to  defense  goods,  and  was  intended  to  primarily 
benefit  the  American  specialty  steel  industry.  Thus,  regardless  of  price,  domestic 
producers  have  a  built-in  advantage  over  importers  in  such  products. 

2.    FEBEOCHKOIIE    JOBS    HAVE   BEEN    THEEATEXED    BY   LIFTING   THE   EMBARGO 

The  lifting  of  the  embargo  has  had  just  the  opposite  result  of  its  stated  inten- 
tion. Rather  than  make  jobs  for  American  steelworkers  more  secure,  it  has  placed 
the  jobs  of  American  ferrochrome  workers,  most  of  whom  are  members  of  the 
USW,  in  jeopardy. 

Rhodesia  has  exported  very  little  chrome  ore  to  the  United  States  since  the 
pa.ssage  of  the  Byrd  amendment.  Instead,  it  has  been  shipping  to  us  processed 
high  carbon  ferrochrome,  and  has  become  our  largest  importer  of  that  product. 
In  1973,  Rhodesia  accounted  for  18  percent  of  all  high  carbon  ferrochrome  con- 
sumed in  the  United  States. 

The  flood  of  ferrochrome  imports,  of  which  Rhodesia  is  the  largest  source,  has 
placed  the  American  ferrochrome  industry  in  a  very  shaky  position.  In  1973,  the 
domestic  market  had  become  so  eroded  by  imports  that  the  Ferroalloys  Associa- 
tion petitioned  the  U.S.  Tariff  Commission  for  relief.  The  current  high  demand 
for  steel  products  has  temporarily  eased  the  problem — not  by  halting  imports, 
but  by  allowing  the  domestic  ferrochrome  industry  to  operate  at  full  capacity 
even  in  conjunction  with  the  imports — and  the  petition  for  relief  has  subsequently 
been  withdrawn.  The  long  range  situation  is  still  very  serious,  however,  unless 
the  imports  can  be  abated. 

Since  the  lifting  of  the  embargo  two  domestic  producers  have  already  left  the 
ferrochrome  business.  Ohio  Ferroalloys  in  Brilliant,  Ohio,  has  shifted  its  total 


72 

production  to  other  ferroalloys  lines,  and  Foote  Mineral  has  closed  its  Stt^nlten- 
ville,  Ohio,  plant.  The  Foote  Mineral  plant  has  since  been  purchased  by  Satralloy, 
liowever,  and  is  once  again  producing  ferrochrorae — using  Russian  ore  exclu- 
sively. 

3.    IS    THE   DOMESTIC   FERROCHROME   INDUSTRY   DYING,   AND   DO   WE   NEED   TO   KELY   ON 

RHODESIA  AS   AN   ALTERNATE    SOURCE? 

(A)  Domestic  Industry. — As  stated  elsewhere,  the  domestic  ferrochrome  indus- 
try does  have  serious  problems.  That  is  not  to  say.  however,  that  those  proldems 
are  insoluble.  Furthermore,  as  a  vital,  strategic  industry,  it  deserves  our  every 
effort  to  maintaih  its  capability  to  supply  some  portion  of  the  domestic  re(iuire- 
ments. 

One  of  the  most  important  problems  i)laguing  the  industry  in  the  past  several 
yeai's  has  been  that  price  controls  have  stifled  profitability  and  thus  have  limited 
expansion  and  modernization.  Now  that  tho.se  controls  have  ended,  the  outlook 
for  the  industry  has  improved  considerably  and  ferroalloy  prices  are  rising'. 

Another  major  problem  has  been  what  the  ferrochrome  industry  has  considered 
to  be  excessively  expensive  and  contradictory  pollution  control  requirements.  To 
a  large  extent  this  problem  was  remedied  in  February  when  EPA  modified  its 
requirements  for  the  ferroalloys  industry  by  permitting  water  discharge  from 
the  smelter  furnaces'  air  pollution  control  systems.  Without  such  a  revision,  the 
industry  felt  that  it  faced  a  major  rebuilding  of  ftirnaces  and/or  recently  installed 
air  pollution  control  equipment.  Together  with  the  termination  of  ferroalloy  price 
controls,  the  EPA  determination  should  put  the  indtistry  on  a  much  better  footing 
for  the  necessary  long  range  investments  in  productive  capital. 

A  very  real  factor  in  the  domestic  industry's  tight  against  take-over  from  im- 
ports is  the  extremely  low  wage  aspect  of  its  foreign  competitors.  In  Rhodesia, 
the  chrome  industry  is  manned  primarily  by  Africans  (blacks)  who  work  at  near 
slave  wages.  According  to  the  U.N.,  the  average  wage  for  Africans  in  the  Rho- 
desiau  mining  and  quarrying  industry  in  1971  was  .$.353  Rhodesian  dollars  per 
yeai',  while  for  non-Africans  in  that  industry  it  was  ,?4,810  (approximate  U.S. 
dollar  equivalence :  $565  and  $7,696,  respectively).  The  African  mining  wages  are 
not  even  half  of  what  the  Rhodesians  consider  to  be  the  minimum  required  for 
subsistence — about  $720  Rhodesian  doUai's  annually. 

The  moral  question  aside,  we  should  not  subject  our  domestic  industry  to 
direct  competition  with  such  conditions.  As  the  president  of  Airco,  Inc.  (a  do- 
mestic ferrochrome  producer)  stated:  "How  can  we  compete  with  companies 
that  operate  in  Rhodesia?  In  Rhodesia  they  pay  blacks  $1  a  day;  in  our  plant 
in  Charleston,  South  Carolina,  we  pay  black  Americans  $24  a  day." 

In  1973  the  Ferroalloys  Association  petitioned  the  U.S.  Tariff  Commission  for 
relief  from  imports.  If  relief  can  be  obtained — through  future  Tariff  Com- 
mission action,  or  through  general  trade  legislation,  or  possibly  through  specific 
import  quotas  for  the  industry — the  domestic  ferrochrome  industry  can  con- 
tinue to  be  a  significant  supplier  for  our  needs  and  should  be  able  to  grow  in 
the  future  to  meet  the  rising  demand.  If  import  penetrations  can  be  abated  and 
the  industry  can  be  assured  of  a  reasonable  share  of  the  ferrochrome  market, 
then  the  industry  will  be  less  hesitant  to  make  the  necessary  investment  in 
pollution  abatement  controls  and  modernization/expansion  of  its  productive  facili- 
ties. 

(B)  Alternative  Sources.^ — In  addition  to  expanding  our  own  capacity 
for  ferrochrome  production,  and  besides  the  excess  materials  in  the  national 
stockpile  (discussed  earlier),  there  are  many  other  sources  besides  Rhodesia 
from  which  we  can  import  ferrochrome.  In  1973  we  also  imported  high  carbon 
ferrochrome  from  Brazil,  Finland,  West  Germany,  Japan,  Norway.  South  Africa. 
Spain,  Sweden  and  Yugoslavia.  By  far  the  largest  amount  came  from  South 
Africa,  which  exported  to  us  almost  as  much  as  did  Rhodesia. 

Despite  claims  which  have  been  circulated  to  the  contrary.  South  African 
ferrochrome  imports  would  not  be  shut  off  by  a  reimposition  of  the  Rhodesian  em- 
bargo. There  is  no  evidence  that  South  African  ferrochrome  is  now  being  made 
In  whole  or  in  part  from  Rhodesian  ore.  The  evidence  in  fact,  is  just  the  opposite. 
U.S.  Government  officials  have  found  that  all  of  the  South  African  ferrochrome 
they  have  examined  is  being  made  exclusively  from  the  South  African  ores. 

The  use  of  this  ferrochrome  made  directly  from  South  African  ore  has  been 
made  possible  by  the  technological  development  and  widespread  use  of  the  AOD 
process  by  the  specialty  steel  industry.  There  are,  then,  ample  alternatives 
other  than  Rhodesia  for  supplying  what  our  domestic  ferrochxome  industry 
cannot  supply. 
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4.  IS    KHODESIA    A   VITAL    SOURCE   OF    LOW    CARBON^    FERROCHEOME   FOE   THOSE    STEEL 

COMPANIES    WHICH    STILL   REQUIRE   IT   IN    QUANTITIES? 

Because  of  the  development  of  the  argon-oxygen  decarburization  process  for 
specialty  steel  production,  steel  companies  are  shifting  their  primary  demand 
from  low  carbon  ferrochome  to  the  less  expensive  high  carbon  product.  Neverthe- 
less, low  carbon  ferrochrome  will  continue  to  be  needed  for  certain  types  of  spe- 
cialty steels  produced  by  some  companies. 

There  has  been  some  confusion  on  this  issue.  Rhodesia  cannot  be  considered 
a  major  source  for  the  low  carbon  needs  since  it  has  concentrated  its  efforts  on 
producing  high  carbon  ferrochome.  In  1973,  Rhodesia  provided  us  with  only  3% 
of  the  low  carbon  ferrochrome  we  consumed.  Low  carbon  is  unquestionably  an 
area  in  which  the  domestic  ferrochome  producers  can  continue  to  fill  the  need 
because  that  area  has  been  i-elatively  free  of  penetration  by  imports. 

5.  IS   RHODESIA  A   STABLE   SOURCE  OF  FERROCHROME  UPON   WHICH   WE  CAN  EELY  FOR 

CONSTANT    SUPPLY? 

Rhodesia  is  anything  but  a  stable  source.  The  five  percent  ruling  white  minority 
is  facing  growing  economic,  social  and  political  problems.  The  embargo  was  put 
into  effect  by  the  United  Nations  as  an  effort  to  prevent  a  violent  confrontation 
over  the  issue  of  illegal  rule  in  the  country.  Newsweek  (March  25,  1974)  describes 
the  situation  in  Rhodesia  rather  bleakly :  increasing  militancy  among  the  5  mil- 
lion blacks  against  the  ruling  250,00  whites  has  turned  much  of  the  country  into 
an  armed  camp ;  the  economy  is  sagging  as  a  result  of  the  U.N.  embargo ;  whites 
are  fleeing  the  country  at  a  faster  rate  than  new  ones  are  immigrating  in.  In 
short,  as  Newsweek  reported,  "white-ruled  Rhodesia  is  in  the  deepest  trouble 
since  it  declared  its  independence  from  Britain." 

Tlie  new  developments  regarding  the  nearing  of  independence  for  the  Port- 
uguese colonies  of  Mozambique  and  Angola  have  an  important  impact  upon 
the  situation  in  Rhodesia.  It  is  felt  by  many  that  as  a  result  of  these  develop- 
ments, the  pressures  against  the  minority  ruling  regime  in  Rhodesia  are  height- 
ened dramatically. 

Once  a  political  reorganization  does  occur  in  Rhodesia,  whether  by  force  or 
negotiation,  the  native  Africans  are  going  to  have  a  much  greater  say  over  the 
dealings  of  their  country.  Because  of  the  intense  animosity  towards  America  by 
the  Africans,  generated  by  the  Byrd  amendment,  it  is  very  possible  that  they 
would  prohibit  or  severely  restrict  ferrochrome  and  chrome  ore  shipments  to  the 
United  States.  Their  preference  would  of  course  be  to  sell  first  to  the  countries 
which  upheld  the  embargo. 

Even  under  the  present  ruling  regime,  supply  cannot  be  considered  a  certainty. 
The  government  very  strongly  controls  the  Rhodesian  economy,  and  can  direct  to 
Avhom  and  in  what  form  commodities  are  to  be  sold.  For  example,  an  American 
company — Union  Carbide — is  a  major  holder  and  developer  of  chrome  deposits  in 
Rhodesia.  The  reason  that  we  now  receive  primarily  ferrochrome  from  Rhodesia 
rather  than  chrome  ore  is  that  Union  Carbide  was  told  by  the  Rhodesian  govern- 
ment that  it  would  be  allowed  to  take  the  chrome  out  of  the  country  only  in  its 
processed  form,  thereby  generating  a  greater  economic  return  for  Rhodesia.  In 
this  regard,  Rhodesia  acted  exactly  as  are  a  growing  number  of  the  world's  de- 
veloping nations  with  regard  to  their  natural  resources.  There  is  nothing  to 
prevent  Rhodesia  from  further  requiring  that  Union  Carbide's  ferrochrome  be 
shipped  not  to  America,  but  instead  be  sold  to  steel  producers  in  some  other 
country. 

The  point  is  that  in  this  time  of  political  uncertainty  in  Rhodesia,  that  source 
cannot  be  looked  upon  as  a  stable  supplier,  particularly  a  long-range  supplier  if 
we  continue  to  antagonize  those  who  most  likely  will  be  the  eventual  rulers. 

III.  Is  THE  Embargo  Enforceable? 

As  stated  elsewhere,  the  Department  of  Treasury  has  promulgated  regulations 
(31  CFR,  Ch.  V,  530)  providing  for  the  enforcement  of  the  embargo.  Under  the 
regulations,  direct  or  indirect  shipment  of  merchandise  of  Rhodesian  origin  to 
the  United  States,  specifically  including  ferrochrome  made  from  Rhodesian  ore,  is 
prohibited  and  subject  to  $10,000  fine  for  violation.  Several  enforcement  actions 
have  taken  place  under  these  provisions. 

Enforcement  by  the  United  States  is,  of  course,  insufficient  by  Itself;  other 
nations  which  are  major  consumers  of  Rhodesian  products  must  be  equally  vig- 


74 

orous.  The  U.N.  and  black  African  nations  have  increased  their  pressures  upon 
trading  nations  to  bring  themselves  into  compliance.  As  a  result,  a  great  deal  of 
activity  is  now  being  witnessed,  particularly  in  Japan,  Portugal  and  the  European 
Common  Market  Countries,  to  prevent  illegal  shipments  of  chrome  ore  and 
ferrochrouie. 

In  Japan,  the  Ministry  of  International  Trade  and  Industry  has  recently 
announced  the  improvement  of  verification  procedures  regarding  the  source  of  im- 
ports. Earlier,  Japan's  Foreign  Ministry  had  threatened  to  shut  off  all  chrome  im- 
ports from  South  Africa — a  major  supplier  of  .Japan's  chrome  needs— unless 
South  Africa  agreed  to  help  in  that  verification  process  to  insure  that  Rliodesian 
goods  do  not  enter  Japan.  Significantly,  the  Spinola  government  in  Portugal  has 
announced  its  willingness  to  cooperate  with  Britain  in  order  to  bring  Portugal 
info  compliance,  and  Common  Market  has  commissioned  a  group  of  experts 
to  develop  methods  of  tightening  the  sanctions  compliance  for  its  member  nations. 

Reimposition  and  enforcement  of  the  embargo  by  the  United  States  would 
greatly  increase  the  willingness  and  ability  of  these  other  countries  to  effectively 
carry  out  their  responsibilities. 

IV.  Should  We  Interfere  With  Rhodesia's  Internal  Affairs? 

The  U.N.  action  against  Rhodesia  is  a  multilateral  effort  to  prevent  an  explo- 
sively violent  situation  and  to  put  Rhodesia  back  onto  the  course  of  establishing 
an  independent,  representative  government.  On  the  other  hand,  the  House  of 
Representatives  has  voted  to  engage  the  United  States  in  a  unilateral  effort  to 
bring  about  pressure  for  change  in  the  emigration  policies  of  Russia.  Certainly 
if  we  can  imdertake  such  unilateral  actions,  we  can  fully  participate  in  multi- 
lateral actions  in  conjunction  with  the  U.N. 

It  is  important  to  note  also  that  if  the  pressures  put  upon  Russia  do  bring 
about  an  accommodation  on  their  emigration  policies,  the  result  will  be  greatly 
increased  trade  with  Russia.  The  House  has  therefore  already  implicitly  stated 
that  trade  is  an  appropriate  bargaining  point  for  our  involvement  with  the 
internal  affairs  of  another  nation. 

It  is  interesting  to  note  that  importation  of  Russian  chrome  is  something  with 
which  we  have  an  established  history,  stemming  from  even  before  the  initiation  of 
the  Rhodesian  embargo.  Consideration  of  trade  with  Russia  linked  to  that 
country's  emigration  policies,  however,  deals  with  an  expansion  of  trade  into 
many  new  areas,  the  volume  of  which  may  make  the  chrome  trade  relatively 
insignificant. 

V.  The  Real  Job  Issue 

Imports  have  been  a  growing  menace  to  the  United  States  economy — not  just  in 
steel,  but  in  virtually  every  sector.  Organized  labor  has  supported  very  strongly 
an  effort  to  reshape  the  U.S.  trade  policy  so  that  it  would  take  into  account  the 
erosion  of  our  industrial  base  and  the  exportation  of  our  jobs.  It  is  here  that 
jobs  are  really  at  stake.  Yet,  by  its  action  on  the  trade  legislation  in  the  93rd 
Congress,  the  House  of  Representatives  has  rejected  this  effort  to  coordinate  the 
needs  of  the  domestic  job  situation  with  the  needs  of  our  foreign  trade  policy. 
Instead,  it  has  acted  to  expand  the  current  trade  policy  in  its  current  mold. 

If  protection  for  American  jobs  is  needed,  then  a  comprehensive  solution  should 
be  sought.  A  piecemeal  solution  such  as  the  breaking  of  international  sanctions 
is  perhaps  the  least  desirable,  most  chaotic  and  most  distasteful  of  all  possible 
solutions.  Moreover,  the  breaking  of  the  Rhodesian  sanctions  has  nothing  to  do 
with  American  jobs  in  the  steel  industry. 

The  industry  professes  that  the  jobs  of  our  members  are  a  true  concern  of 
theirs  on  this  issue.  However,  perhaps  a  more  accurate  indication  of  some  seg- 
ments of  the  industry's  true  concerns  is  provided  by  Latrobe  Steel's  latest  annual 
report.  As  reported  by  American  Metal  Market  on  March  6,  1974,  the  report 
announces  "that  Latrobe  concluded  agreements  with  a  major  Italian  steelmaker 
to  provide  engineering  and  technical  assistance  for  the  construction  of  a  specialty 
steel  plant  in  southern  Italy."  Such  is  the  type  of  activity  which  can  truly  be 
translated  into  job  loss  for  American  steelworkers. 

Why  is  the  industry  so  adamant  in  its  support  for  the  continued  violation  of 
the  Rhodesian  embargo?  Perhaps  profits  are  at  stake  to  a  small  degree.  But  what- 
ever the  reason,  it  cannot  be  because  of  job  loss  to  the  American  specialty  steel- 
workers.  The  market  is  too  strong,  the  outlook  for  growth  is  too  great,  the  costs 
and  profits  in  dealing  with  Rhode.sia  are  too  insignificant,  and  the  availability  of 
chrome  from  other  sources  are  not  restricted. 


Mr.  Fascell.  I  just  want  to  restate  my  understandings,  if  I  may.  of 
tlie  union's  position  on  this  matter  and  that  is  that  while  job  loss  is  a 
genuine  and  real  fear  on  the  part  of  the  organiztaion  and  on  the  part 
of  the  members,  the  union  )30sition  is  and  their  finding  is  that  there  is 
no  direct  casual  relationship  between  the  imposition  of  the  embargo 
and  unemployment  in  the  ferrochrome  or  ferro  industry  whatever  you 
call  it. 

What  is  the  pro])er  designation  of  the  industry  ? 

Mr.  Sheeiiax.  In  this  case  we  are  talking  about  the  specialty  steel 

industry. 

Mr.  Fascell.  That  is  what  I  wanted  to  get  correct  in  the  record. 
Whatever  effect  it  has  is  minimal  at  best  and  it  affects  only  11  percent, 
I  believe  you  said,  of  the  total  supply  coming  into  the  United  States ; 
and  that  the  union  does  find,  however,  that  there  is  a  casual  relation- 
ship between  the  importation  of  specialty  steel  products  into  the 
United  States  and  unemployment  and  that  is  the  reason  it  urges  the 
adoption  of  the  amendment  which  you  have  described.  Am  I  correct? 

Mr.  Sheehax.  That  is  correct. 

Mr.  Fascell.  Thank  you. 

ISIr.  Buchanan. 

]Mr.  Buchanax.  Thank  you,  Mr.  Sheehan.  Certainly  as  one  of  the 
proponents  of  this  legislation  I  will  look  with  interest  and  almost  cer- 
tainly with  favor  on  your  amendment.  I  appreciate  the  position  of  the 
steelworkers  under  these  circumstances. 

Now  as  to  job  losses,  do  you  agree  with  the  analysis  of  j\lr.  AndreAvs 
that  in  the  ferrochrome  industry  itself  decline  can  be  attributed  purely 
to  other  factors  and  that  the  job  losses  in  the  ferrochrome  industry 
are  not  connected  with  the  importation  of  Rhodesian  ferrochrome  ?  In 
other  words,  in  the  ferrochrome  industry  there  are  a  certain  number 
of  people  employed,  too. 

Mr.  Sheehax.  Right. 

Mr.  BucHAXAX.  During  the  embargo  and  prior  to  the  embargo  that 
industry  had  declined.  Do  you  see  any  connection  there  ? 

Mr.  Sheehax".  I  think  the  connection  here  is  due  to  the  fact  that  we 
are  finding  that  in  the  whole  ferroalloy  industrj- ,  of  which  the  ferro- 
chrome is  part  of  it,  that  there  is  going  to  be  continued  pressure  on  a 
domestic  industry  in  the  United  States — pressure  by  the  exporters  or 
the  countries  that  export  the  raw  material. 

As  Mr.  Andrews  said,  I  think  the  State  Department  officials  may 
have  also  indicated  many  of  these  countries  are  more  interested  in  the 
exportation  of  a  higher  valued  product  rather  than  the  raw  materials 
themselves  and  so  there  may  be  a  very  natural  tendency  now  to  say, 
"No,  you  are  not  going  to  get  our  ore,  you  are  going  to  get  our  ferro- 
chrome or  our  ferromanganese."  Chile  is  saying  you  are  going  to  get 
copper  blister.  We  are  finding  that  evolving  now  in  many  of  the  raw 
material  producing  countries. 

Second,  it  is  no  secret  that  the  ferroalloy  industry  in  the  United 
States  has  been  hopping  along  on  hobbled  legs,  its  productive  capac- 
ity has  been  obsolete.  The  steel  industry  itself,  although  concerned 
about  the  protection  for  the  basic  steel  industry,  has  not  particularly 
been  solicitous  about  the  importation  of  the  ferroalloy  products  from 
overseas.  So  the  domestic  ferroalloy  industry  is  very  hesitant  about  in- 
vestments in  new  plant  and  equipment.  Indeed  it  is  a  strange  phenom- 
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enon  and  maybe  our  environmental  laws  and  maybe  our  safety  laws 
are  driving  some  of  these  industries  overseas. 

I  think  these  are  some  of  the  factors  involved  rather  than  simply 
the  fact  that  the  embargo  is  creating  the  immediate  rush  to  have  this 
industry  collapse  here  in  the  United  States. 

]Mr.  BucHAXAN.  Well,  it  would  seem  to  me  that  if  there  is  any  job 
loss  as  far  as  the  ferrochrome  industry  is  concerned,  that  chromite 
supports  the  industry  whereas  the  importation  of  ferrochrome  as  in 
the  case  of  Ehodesia  replaces  that  product  to  that  extent.  So  it  seems 
to  me  if  there  is  any  job  loss  impact,  we  are  losing  jobs  by  importing 
ferrochrome  rather  than  chromite. 

Mr.  Sheehax.  Mr.  Buchanan,  I  didn't  want  to  overstate  the  answer. 
It  seems  to  me  in  the  short  run  that  if  we  prevent  ferrochrome  from 
coming  in  from  Ehodesia,  Ehodesia  being  one  of  the  major  importers 
of  ferrochrome — they  are  tlie  source  of  about  half  of  our  ferro- 
chrome imports — that  if  you  do  cut  off  that  supply  there  will  be  in  the 
short  run  certainly  be  a  greater  pressure  from  the  steel  industry  on  the 
domestic  ferrochi'ome  industry  to  produce  ferrochrome  and  they  will 
then  get  their  ore  from  overseas. 

The  immediate  impact  of  course  would  be.  it  seems  to  me,  a  greater 
increase  in  activity  in  that  industry.  I  do  know  that  there  is  this  long- 
term  trend  and  I  wanted  to  be  honest  to  say  that  that  is  in  existence 
and  we  are  not  supporting  the  reimposition  of  the  embargo  because 
we  would  foresee  the  resurrection  of  the  ferrochrome  industry  in  the 
United  States.  We  would  like  to  see  it  as  a  union  and  there  may  be 
other  ways  of  accomplishing  that  but  this  is  not  the  way  of  doing  so. 

]\fr.  BucHAXAX.  Thank  you.  Mr.  Sheehan. 

Mr.  Fascell.  The  subcommittee  Avould  have  to  take  due  notice  of  the 
fact  that  in  those  matters  which  affect  your  employees,  you  certainly 
qualify  as  an  expert.  On  matters  which  affect  the  industry,  I  think  we 
woidd  have  to  fairly  say  that  Mr.  Andrews  qualifies  as  an  expert. 

One  of  the  things  that  sticks  in  my  mind  as  we  continue  this  dis- 
cussion is  the  normal  trend  seems  to  be  to  put  the  specialty  steel  in- 
dustry on  the  top  of  a  mine.  This  trend  is  obviously  part  of  economic 
dynamics  and  might  not  have  anything  to  do  with  embargo.  We  have 
to  look  at  that  contingency  straight  in  the  face.  I  gather  that  is  the 
point  you  are  making. 

Mr.  Sheehax.  Mr.  Chairman,  before  you  conclude  the  hearings  to- 
day. I  received  a  telegram  from  an  AFTj-CTO  sponsored  organization 
which  I  would  like  to  read  into  the  record  if  I  may. 

]Mr.  Fascell.  Go  right  ahead. 

Mr.  Sheetiax.  It  is  addressed  to  me  as  John  J.  Sheehan,  U.S.  Steel 
Workers  of  America,  and  it  is  dated  February  26, 1975.  It  states : 

The  African-American  Labor  Center  which  carries  out  cooperative  programs 
of  assistance  for  the  AFL-CIO  with  35  African  national  labor  centers  strongly 
supports  the  efforts  to  repeal  the  Byrd  amendment  and  urges  full  compliance  Iiy 
the  United  States  with  the  United  Nations  sanctions  concerning  trade  relationshp 
with  the  present  illegal  regime  of  Ehodesia. 

It  is  sig-ned  by  a  Patrick  O'Farrell,  executive  director  of  the  Afri- 
can-American Labor  Center. 

Mr.  Fascell.  Thaiik  you,  ISIr.  Sheehan. 
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Gentlemen,  thank  all  of  you.  We  ^Yill  keep  the  record  of  this  par- 
ticular hearing  open  so  that  the  subcommittee  may  address  questions  in 
writino-  to  any  of  the  people  who  testify  here  in  relation  with  whatever 
seems  to  appear  on  the  record  on  their  behalf. 

Thank  you  very  much. 

Mr.  SiiEEHAX.  Thank  you. 

Mr.  Fascell.  The  subcommittee  stands  adjourned. 

[Whereupon,  at  5  :0.5  p.m..  the  subcommittee  adjourned.] 
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THE  RHODESIAN  SANCTIONS  BILL 


TUESDAY,  MARCH  11,  1975 

House  of  Representatives, 

CoM3IITTEE  ON  FoREIGX  AfFAIES, 

Subcommittee  on  International  Oroanizations, 

WasJungton,  B.C. 

The  subcommittee  met  at  10:15  a.m.  in  room  2255,  Eayburn  House 
Office  Building,  Hon.  Donald  M.  Fraser  (chairman  of  the  subcom- 
mittee) presiding. 

Mr.  Fraser.  The  subcommittee  will  come  to  order. 

The  meeting  of  the  subcommittee  this  morning  was  scheduled  in 
order  to  provide  some  of  our  colleagues  with  an  opportunity  to  testify 
with  respect  to  H.R.  1287,  the  bill  to  halt  the  importation  of  Rhodesian 
chrome  and  restore  tlie  T'nited  States  to  full  compliance  with  U.N. 
economic  sanctions  against  trade  with  Southern  Rhodesia. 

I  would  like  to  say  at  this  point  that  I  am'  grateful  that  our  colleague 
the  Honorable  l)ante  Fascell  agreed  to  chair  tlie  hearing  on  this  bill 
on  February  26  during  my  absence  on  a  congressional  delegation  to 
Indochina. 

Originally  there  were  three  congressional  v.itnesses  scheduled  to 
testify  today.  Congressman  Ichord  had  indicated  several  days  ago  that 
he  was  maki]ig  a  trip  to  southern  Africa  over  the  next  recess  and  would 
like  to  testify  following  the  recess.  And  this  morning  I  understand 
Congressman  Dent  advised  us  that  he  would  be  unable  to  testify  today 
due  to  his  own  subcommittee  hearings.  I  advised  Congressman  Ichord 
and  Congressman  Dent  that  we  would  be  delighted  to  hear  their  testi- 
mou}'  at  a  later  date,  if  we  still  ha^■e  the  bill  in  the  subcommittee,  but 
that  I  could  not  make  any  commitment  that  the  bill  would  still  be  in 
the  subcommittee. 

Finally,  I  have  a  letter  from  Senator  McGee,  which  I  will  read. 

Dear  Mr.  Chairman :  It  is  with  regret  that,  due  to  last  minute  complications 
in  the  Senate.  I  find  myself  unable  to  appear  personally  this  morning  to  testify 
in  support  of  H.R.  1287,  legislation  placing  this  Nation  back  into  compliance  with 
United  Nations  .sanctions  against  Rhodesia.  In  lieu  of  my  personal  appearance, 
therefore,  I  respectfully  request  that  my  statement  and  supportive  material  be 
made  a  part  of  the  record  of  your  hearing. 

Briefly,  I  would  like  to  summarize  my  concerns  as  to  why  H.R.  1287  should 
be  passed  by  the  Congress.  The  issues  have  been  aired  in  great  depth  over  the 
course  of  the  past  3  years.  On  the  one  hand,  vre  have  a  handful  of  U.S.  corpora- 
tions whose  primary  motivation  is  the  dubious  economic  benefits  they  derive 
from  our  continued  violation  of  sanctions.  On  the  other  hand,  we  have  the 
broad  national  interest  involving  an  international  treaty  commitment  to  the 
United  Nations;  the  question  of  present  and  future  access  to  raw  materials 
and  markets  on  a  continent  rich  in  both ;  the  integrity  of  our  nation  which 
has  been  a  leader,  historically,  in  pursuing  the  principles  of  self-determination 
and  peaceful  resolution  of  conflict ;  sweeping  and  far-reaching  change  in  Southern 
Africa  which  has  effectively  isolated  the  United  States  internationally  on  this 
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issue ;  and  a  rapidly  clianging  international  economic  system  which  demands 
a  far  greater  sensitivity  to  the  aspirations  and  concerns  of  developing  nations 
if  our  own  well-being  is  to  be  protected. 

It  is  the  question  of  our  broad  national  interest,  threatened  by  the  self- 
serving  arguments  of  a  few,  to  which  we  must  address  ourselves  in  deciding 
this  issue.  The  lessons  of  Watergate  apply  with  equal  force  to  corporate,  gov- 
ernmental, and  private  citizen  behavior.  The  lihodesian  chrome  episode  has 
not  only  tarnished  the  integrity  of  our  nation,  it  has  also  tarnished  the  cor- 
porate community.  Therefore,  it  is  the  responsibility  of  the  Congress  to  take 
take  corrective  action. 

In  addition,  I  wish  to  commend  you  for  the  leadership  role  you  have  exercised 
in  the  House  of  Representatives  on  this  issue.  It  is  imperative  that  you  succeed 
as  the  stakes  are  much  too  high  for  our  nation  to  continue  in  violation  of  sanc- 
tions. I  pledge  to  you  to  do  all  within  my  power  to  assist  you  in  this  endeavor. 

With  best  wishes, 
Sincerely, 

Gale  McGee,  U.S.  Senator. 

Without  objection,  we  will  insert  the  draft  statement  of  Senator 
McGee  into  the  record. 

[The  statement  I'cferred  to  follows :] 

Statemext  of   Senator   Gale  McGee 

With  unprecedented  change  sweeping  all  of  Southern  Africa,  it  has  never  been 
more  imperative  than  now  for  the  Congress  to  place  the  United  States  back  into 
compliance  with  United  Nations  sanctions  against  Rhodesia. 

The  arguments  which  persuaded  the  Senate,  in  December  1973,  to  repeal  over- 
whelmingly (by  a  vote  of  o-J^37)  a  provision  of  law  allowing  the  U.S.  to  violate 
sanctions  unilaterally  remain  as  valid  as  before.  Yet,  the  sense  of  urgency  is  even 
greater.  New  dimensions  have  been  added  to  the  equation  which  have  turned  an 
untenable  position  for  the  United  States  into  one  fraught  with  disaster  for  our 
national  interests. 

The  collapse  of  Portugal's  African  empire  hastened  an  inevitalile  sequence  of 
events  in  Southern  Africa.  The  new  government  wasted  little  time  in  placing 
Portugal  into  compliance  with  U.N.  sanctions  for  the  first  time  since  the  sanc- 
tions went  into  effect  in  1967.  With  Portugal's  recognition  of  the  independence  of 
Mozambique,  the  Republic  of  South  xVfrica  moved  swiftly  to  establish  detente 
with  her  black  African  neighbors.  Recognizing  the  dangerous  liability  posed  by 
continued  support  for  Rhodesia,  South  African  Prime  Minister  John  Vorster 
begin  pressing  the  Ian  Smith  gover]iment  to  arrive  at  an  equitable  settlement 
with  the  black  African  majority  (who  comprise  05  percent  of  the  population  of 
Rhodesia)  of  the  break-away  British  colony.  Thus,  with  the  granting  of  inde- 
pendence to  Mozambique,  Portuguese  compliance  with  U.N.  sanctions,  and  the 
Republic  of  South  African  withdrawal  of  support  for  the  Smith  government,  the 
United  States  has  become  singiilarly  isolated  within  the  international  community 
on  this  issue  and  has  become  the  only  symbolic  ally  of  the  Rhodesian  regime  of 
Ian  Smith  in  the  entire  world. 

The  arguments  presented  by  industry  lobbyists,  representing  a  handful  of 
U.S.  business  concerns,  in  siipport  of  continued  violation  of  the  sanctions  span 
a  wide  spectrum  and  obscure  the  real  issues  involved  in  this  foreign  policy 
disaster  for  our  nation.  They  include  the  economic  necessity  to  gain  access 
to  Rhodesian  chrome,  reliance  upon  the  Soviet  Union  (a  potential  enemy)  for  a 
strategic  material,  covert  violations  of  sanctions  by  other  nations,  trans-shipment 
of  Rhodesian  chrome  through  the  Soviet  Union  to  the  United  States,  and  price- 
gouging  by  the  Soviets  in  an  effort  to  take  advantage  of  the  sanctions.  Most  of 
these  arguments  have  been  refuted  on  a  factual  basis.  In  fact,  it  became  clear 
that  the  Congress,  in  many  instances,  has  been  deluged  with  misrepresentations 
and  mis-statement  of  facts  in  order  that  legislation  placing  us  in  violation  of  an 
intern.ational  obligation  would  be  enacted.  The  factual  refutation  of  these  in- 
dustry arguments,  among  other  factors  which  I  will  discuss  later  in  my  testimony, 
led  the  Senate  to  reserve  overwhelmingly  its  original  decision  of  four  years  ago. 
Rather  than  rti.scussing  these  arguments  in  detail.  T  ask  that  my  statement  before 
the  African  Affairs  Subcommittee  of  the  Senate  Foreign  Relations  Commitiee  on 
September  6,  1973,^  in  opening  hearings  on  legislation  to  place  the  United  States 
l)ack  into  compliance  with  U.N.  sanctions  and  the  statement  of  my  distinguished 
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eoUejigue,  Senator  Hubert  Huuiphrey,  appearing  in  the  Congressional  Record  of 
October  10.  1973,^  be  made  a  part  of  today's  proceedings. 

In  essence,  the  Congress  has  succumbed  to  pressures  from  a  very  narrow 
sector  of  our  business  community  whose  only  concern  is  profit  at  the  expense 
of  our  much  broader  national  interest.  I  might  add  at  this  point  that  one  of  the 
original  lobbyists  on  this  issue  was  Foote  Mineral  Company,  who  has  since 
bowed  out  of  the  campaign  to  keep  the  sanctions  violation  in  force.  Union  Car- 
bide, another  corporation  whose  lobbyists  support  the  sanctions  violation,  did  not 
even  request  the  opportunity  to  testify  in  these  hearings.  Finally,  I  am  also 
aware  that  support  among  Stainless  Steel  producers  for  continued  sanctions  vio- 
iatious  has  diminished  in  recent  months,  leaving  just  a  handful  of  corporations 
to  carry  on  the  battle. 

Yet.  the  corporate  involvement  in  the  Rhodesian  chrome  question  raises  some 
very  fundamental  questions  in  the  conduct  of  our  foreign  relations.  On  Octo- 
ber 25,  1973,  I  had  the  opportunity  to  address  the  International  Development 
and  Management  Institute's  Washington  Policy  Conference  on  the  question  of 
•'How  U.S.  Corporations  Could  Win  Support  for  Their  Mewpoint  in  Washington 
and  with  the  American  People." 

At  that  time,  I  noted  that  if  the  business  community  believed  there  vvas  a 
iaoii  of  understanding  in  the  U.S.  Congress  regarding  their  viewpoint :  conversely, 
there  was  a  lack  of  appieciation  on  the  part  of  corporations  as  to  what  consid- 
erations make  up  a  Congressional  decision  on  a  given  issue. 

Citing  Congx'essional  efforts  to  place  the  United  States  back  into  compliance 
with  U.N.  sanctions  against  Rhodesia  as  a  perfect  case  in  point,  I  pointed  to  the 
corporate  involvement  in  this  issue  as  being  the  primary  instrument  in  our 
violation  of  sanctions.  A  handful  of  corporations  has  placed  the  United  States 
in  the  position  of  being  the  only  nation  in  the  world  to  agree  first  to  compliance 
with  sanctions,  and  then  to  violate  them  unilaterally  and  formally. 

I  told  the  participants  in  the  Washington  Policy  Conference  if  they  were  really 
concerned  over  finding  means  to  improve  the  corporate  image  in  the  United 
States,  then  they  should  begin  policing  their  own  ranks.  I  maintain  that  the  U.S. 
corporate  community  cannot,  or  .shcuild  not.  condone  such  episodes.  Our  image  as 
a  nation  has  been  tarnished  by  tliis  incident,  a  fact  for  which  the  corporate 
community  should  have  a  special  appreciation.  The  corporate  community  in 
general,  and  the  nuiltinatioual  corporations  in  particular,  have  failed  to  hu- 
manize their  institutions  to  a  degree  in  which  individuals  can  view  them  as 
effective  vehicles  for  social,  cultural,  economic,  and  human  progress  in  both 
the  industrialized  and  developing  worlds. 

It  is  due  to  such  incidents  as  Rhodesian  chrome  that  the  corporate  community 
as  a  whole  .suffers  fi'om  the  abuses  of  a  few. 

What  lobbyists  for  the  Stainless  Steel  Industries  fail  to  perceive  is  that  the 
future  economic  viability  of  this  country  is  inextricably  tied  to  what  our  rela- 
tions with  black  Africa  and  the  rest  of  the  developing  world  will  be.  The  United 
States,  with  only  six  percent  of  the  world's  population,  consumes  40  percent  of 
the  world's  resources.  We  require  access  to  the  vast,  rich,  unexploited  natural 
resources  of  sub-Sahara  Africa  and  to  potential  export  markets  on  that  continent 
if  we  are  to  maintain  our  position  as  a  major  economic  power  in  the  world. 
Thus,  this  nation's  foreign  policy  has  to  become  more  sensitive  to  the  needs 
and  aspirations  of  the  developing  world  if  our  own  well-being  is  to  be  maintained. 

Therefore,  it  was  with  considerable  interest  that  I  read  an  article  appearing 
in  the  September  1973  publication  of  "The  World  Today"  magazine.  The  article, 
entitled  "Britain  and  Rhodesia :  The  Economic  Background  to  Sanctions," 
pointed  out  how  much  more  farsighted  both  the  British  Government  and  British 
business  interests  are  in  their  approach  to  the  question  of  Rhodesia.  This  is  not 
without  a  solid  foundation. 

For  example,  the  authors  of  the  article,  two  postgraduate  students  at  Oxford 
University,  made  the  following  observations  of  British  business  attitudes  on 
the  Rhodesian  sanctions  question  : 

It  must  be  emphasized  that  Rhodesia  is  only  one  of  a  number  of  underdevel- 
oped countries  in  the  area  and,  with  few  exceptions,  British  companies  would  be 
willing  to  lose  their  interests  there  to  safeguard  the  lusher  pastures  to  the  north. 
For  it  is  in  black  Africa  that  the  future  must  lie.  Reserves  of  labour  and  re- 
sources have  hardly  been  touched  and  the  larger  population  concentrations 
provide  ample  opportunity  for  local  market  expansion  on  the  basis  of  the  surplus 
from  the  mineral  and  agricultural  sectors.  In  addition,  the  strategic  importance 
of  many  of  Africa's  commodities  and  the  likelihood  of  new  large  mineral  deposits 
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made  it  essential  to  maiutain  British  interests  in  the  area.  The  growing  Nigerian 
oil  industry,  which  now  provides  10  percent  of  the  UK's  consumption  (together 
with  the  possihility  of  large  reserves  elseAvhere)  adds  a  sense  of  urgency  to  this 

conclusion.  .„..,.,.  4.  ,       4. 

This  ai-gument  now  seems  to  he  widely  accepted  by  British  industry,  at  least 

for  the  long  run. 

The  authors  in  their  conclusion  also  noted  the  following: 

Botli  sections  of  this  article  have  led  to  the  same  conclusion;  there  is  no 
economic  case  for  the  removal  of  sanctions  in  advance  of  a  settlement  that  is 
acceptable  to  African  opinion.  At  first  sight  the  maintenance  of  sanctions  appears 
an  unattractive  option,  but  to  lift  them  would  produce  few  gains.  British  compa- 
nies would  regain  contact  with  their  su1)sidiaries,  but  this  is  unlikely  to  affect 
the  overall  profitabilitv.  and  the  trade  links  lost  to  the  sanctions-breakers  will 
be  hard  to  re-establish."^  Besides,  Rhodesia's  elaborate  system  of  capital  and  trade 
controls  could  not  be  dismantled  overnight.  Rapid  trade  liberalization  would 
damage  the  manufacturing  sector  and  allow  the  excess  liquidity  in  the  economy 
to  spill  over  into  inflation.  The  country  has  a  considerable  outstanding  debt 
commitment— estimated  at  R$221  m.,  plus  R$99  m.  interest  and  debt  arrears— 
to  which  must  be  added  the  profits  of  UK  firms  awaiting  to  be  remitted.  Rho- 
desian  funds  in  London  are  less  than  a  tenth  of  this  sum. 

On  the  other  hand,  a  solution  labelled  as  a  "sell-out"  by  black  Africa  would 
inevitably  have  harmful  consequences.  The  goodwill  generated  by  the  Pearoe 
Report  and  the  Government's  careful  overtures  to  Nigeria  would  be  thrown 
away.  It  is  impossible  to  cost  the  resulting  retaliation,  but  British  investors  are 
well  aware  of  the  possibilities.  There  may  be  some  nationalization,  although  in- 
roads have  already  been  made  into  British  capital  by  the  more  radical  govern- 
ments and  dependence  on  foreign  skills  and  technology  is  likely  to  remain.  More 
important  perhaps  will  be  the  effect  on  new  investment  and  trade.  As  a  mem- 
ber of  the  EEC.  Britain  is  now  in  a  good  position  to  establish  an  economic  pres- 
ence in  the  Associate  States  ( of  black  Africa ) . 

Crucial  contacts  could  be  denied  to  her  at  little  cost  to  the  country  concerned. 
Trade  flows  could  be  diverted,  particularly  when  governments  are  a  major 
buyer.  The  stake  in  Rhodesia  is  simply  not  worth  a  loss  of  this  order,  and  there 
would  be  no  compensation  gains  elsewhere  south  of  the  Zambezi.  Britain  cannot 
afford  to  be  squeezed  out  of  profitable  new  markets. 

This  is  a  particularly  important  aspect  of  the  Rhodesian  sanctions  question. 
Right  now,  U.S.  private  investment  in  Southern  Rhodesia  is  estimated  to  be 
$57  million.  In  black  Africa,  our  private  investment  is  estimated  to  be  over  $3.5 
billion.  The  British  business  community  readily  recognizes  the  disparity  of  this 
economic  relationship  and  has  adjusted  in  order  to  avoid  long-range  disastrous 
consequences.  This  is  something  the  U.S.  business  community  has  not  recognized 
and.  as  a  consequence,  seriously  jeopardizes  both  their  interest  and  our  own 
broader  and  much  more  vital  national  interests. 

There  are  many  lessons  we  can  learn  from  the  manner  in  which  both  the 
British  Government  and  British  business  community  have  approached  the  Rho- 
desian question.  They  have  recognized  the  shifting  political  and  economic  forces 
in  the  international  community  today.  They  realize  the  balance  of  economic 
power  is  increasingly  shifting  to  the  developing  world.  They  have  adjusted  to 
this  reality,  an  adjustment  that  some  of  our  own  business  leaders  have  not  made 
and  which  many  in  the  Congress  have  not  recognized  as  having  to  be  made. 

Since  the  issue  of  access  to  natural  resources  and  markets  is  vital  to  this 
nation,  I  would  ask  that  the  article,  published  in  the  Congressional  Record  on 
December  14,  1973,^  and  two  other  statements  I  made  on  these  subjects  appear- 
ing in  the  Congressional  Record  on  September  24,  1973,*  and  October  2,  1973,^ 
be  made  a  part  of  the  record  of  this  hearing. 

The  international  ramifications  of  our  continued  violation  of  the  sanctions  have 
already  been  felt.  There  is  definitely  a  cause-and-effect  relationship  between  our 
unilateral  violation  of  a  treaty  commitment  and  the  increasing  difficulties  this 
nation  is  experiencing  in  international  forums,  such  as  the  United  Nations,  on 
issues  of  vital  importance  to  our  nation.  As  our  Ambassador  to  the  United 
Nations.  John  Scali.  has  observed  on  a  number  of  occasions,  of  all  the  issues 
facing  the  United  States  within  the  United  Nations,  the  continued  violation  of 
sanctions  poses  ns  the  most  difficulty.  The  Ambassador  has  further  noted: 

Quite  frankly,  if  we  are  not  to  encounter  major  setbacks  on  items  of  much 
greater  cmicern  to  our  country  than  Rhodesian  chrome,  we  must  have  many  of 


'' Spp  npponflix,  n.  101. 
*  Spp  npppnrlix.  p.  lOCi. 
^  Srp  npppnrlix.  p.  110. 
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those  41  African  votes.  At  the  moment,  the  i'eeling  of  many  African  governmeuis 
is  that  if  ihe  United  States  is  going  to  take  a  position  detrimental  to  their  inter- 
ests on  an  item  of  so  little  concern  to  us  but  of  great  importance  to  them,  they  will 
do  the  same  to  us  when  they  get  the  opportunty. 

Ambassador  Scali's  prophetic  remarks  became  a  reality  with  the  29th  General 
Assembly  of  the  United  Nations.  If  we  continue  to  persist  in  the  cavalier  treat- 
ment of  the  developing  nations  of  Africa,  Asia  and  Latin  America — and  our 
violation  of  U.N.  sanctions  is  one  of  the  most  blatant  examples  of  such  an  atti- 
tude— then  we  can  expect  to  be  treated  in  the  same  manner  by  other  nations. 

Before  concluding  my  remarks,  I  want  to  urge  the  Subcommittee  to  support  the 
amendment  to  H.R.  1287,  which  was  proposed  by  the  United  Steelworkers  of 
America  and  at  least  one  Stainless  Steel  producer,  Eastmet  Corporation  of  Balti- 
more, Maryland.  The  amendment  would  deny  entry  of  any  specialty  steel  mill 
product  which  contained  Rhodesian  chrome.  All  foreign  steel  producers  who  ex- 
ported to  the  U.S.  would  have  to  certify  that  no  Rhodesian  chrome  was  contained 
in  the  imported  product.  If  such  a  violation  was  found,  under  the  amendment,  the 
foreign  producer  would  be  banned  from  any  importation  into  the  U.S.  for  the 
duration  of  the  embargo.  I  support  the  proposed  amendment.  It  would  be  a  posi- 
tive force  in  strengthening  international  compliance  and  enforcement  of  the  sanc- 
tions. In  addition,  once  the  United  States  returned  to  compliance  with  the  sanc- 
tions, such  an  amendment  would  give  our  Government  a  stronger  hand  in  seeking 
adherance  to  the  U.N.  embargo  against  Rhodesia.  While  I  cannot  speak  for  my 
colleagues  in  the  Senate  who  support  H.R.  1287,  I  can  assure  the  Subcommittee 
that  I  will  strongly  support  such  an  amendment  when  the  repeal  legislation 
comes  to  the  Senate. 

In  concluding  my  statement,  I  want  to  re-emphasize  the  United  States  has  a 
much  greater  stake  and  much  broader  national  interest  in  fostering  better  rela- 
tions with  the  black  African  nations  who  are  in  violation  of  sanctions.  There  is 
to  be  found  a  wealth  in  natural  resources  and  markets  of  unlimited  potential  for 
U.S.  exports,  both  of  which  are  vital  to  our  quality  of  life.  While  one  cannot 
deny  the  immorality  of  our  position  vis-a-vis  sanctions  against  Rhodesia,  what 
was  the  idealism  of  the  1960's  has  become  the  enlightened  pragmatism  of  the 
1970's  and  beyond.  We  had  better  not  ignore  one  simple  basic  fact  which  is  sur- 
facing as  a  new  international  economic  order  is  being  fashioned — our  relations 
with  the  developing  nations  of  the  world  must  reflect  equality  and  mutual  respect. 
If  it  does  not,  then  it  will  be  the  United  States  who  suffers  because  the  develop- 
ing nations  have  alternatives  available  to  them  on  a  scale  much  greater  than  in 
the  past. 

I  am  hopeful  the  House  follows  the  lead  of  the  Senate  in  December  1973,  and 
will  rectify  a  mistake  which  has  caused  this  nation  severe  difliculties  in  the  con- 
duct of  our  foreign  policy.  A  return  to  U.N.  sanctions  against  Rhodesia  is  a  small 
price  to  pay  for  relations  with  the  black  African  nations  upon  whose  goodwill 
and  understanding  we  will  be  increasingly  dependent. 

Mr.  Fraser.  I  have  here  a  letter  from  Congressman  Dent,  reading 
as  follows : 

Dear  Don :  I  regret  that  I  will  be  unable  to  appear  before  your  Subcommittee 
on  March  11,  197.5  at  the  hearing  regarding  the  reimposition  of  economic  sanc- 
tions against  the  Republic  of  Rhodesia.  With  the  late  start  in  our  committee  as- 
signments, I  have  been  holding  hearings  in  my  own  Subcommittees  in  an  attempt 
to  get  legislation  before  the  House. 

Be  assured  that  I  do  wish  to  appear  before  your  subcommittee  and  respect- 
fully request  that  I  be  permitted  to  present  my  testimony  after  the  holiday  recess. 
If  this  does  not  fit  in  with  your  Subcommittee's  plans,  I  shall  understand. 

With  every  kind  regard,  I  am 
Sincerely  yours, 

John  H.  Dent,  M.C. 

We  have,  tlierefore,  no  live  witnesses,  and  unless  the  members  have 
some  matters  to  bring  before  the  subcommittee  at  this  point,  I  assume 
it  would  be  in  order  to  adjourn. 

Mr.  Fascell.  So  move,  Mr.  Chairman. 

Mr.  Fraser.  Agreeable  ?  Without  objection,  the  subcommittee  will 
stand  adjourned. 

Thank  you  very  much. 

[Whereupon,  at  10 :20  a.m.,  the  subcommittee  adjourned.] 


APPENDIX 


Eeplies  to  Questioxs  Submitted  to  Eev.  Caxaax  Banana  by 

Hon.  Charles  C.  Diggs,  Jr. 

I  would  like  your  response  to  the  following  points  raised  by  Mr.  E.  F.  Andrews 
during  Ms  oral  testimony  on  February  26, 1975  : 

Question  1.  Rhodesia  has  no  apartheid  policies.  That  is  a  word  meaning  sepa- 
rate .  .  .  black  people  can  belong  to  a  labor  union  .  .  .  There  is  no  job  segrega- 
tion. There  are  jobs  for  blacks  and  whites.  There  are  those  who  say  the  black  man 
has  it  rough  today ;  that  is  not  true  in  Rhodesia.  The  black  man  can  have  the 
job  and  he  can  have  the  same  pay  if  he  gets  the  job.  There  is  no  apartheid. 

Answer :  Mr.  Andrews  claim  that  there  is  no  apartheid  in  Rhodesia  is  at  best  a 
vicious  distortion  of  the  Rhodesian  scene  and  at  worst  purse  mischief.  There  is 
neither  equality  in  employment  opportunities  nor  equality  in  pay.  The  average 
annual  income  for  an  African  is  just  over  $200  whilst  the  average 
annual  income  for  a  white  is  over  .$2,000.  To  cite  one  example,  in  the  teaching 
service  an  African  earns  20  percent  less  than  his  white  counterpart  in  spite  of 
the  same  educational  qualifications.  The  Land  Tenure  Act  effectively  divides  the 
cDuntry  into  black  and  white  areas,  the  poorest  half  allocated  to  Africans  and 
the  more  productive  part  to  whites.  All  the  major  cities  are  designated  European 
areas  and  Africans  cannot  run  businesses  there.  In  November  1972  the  Smith  re- 
gime is.sued  a  decree  under  the  Land  Tenure  Act  which  ordered  that  no  African 
shall  be  .served  in  hotels  and  bars  in  the  European  area  after  7  :00  p.m.  on  week- 
days or  after  1 :00  p.m.  on  Saturdays  or  at  all  on  Sundays.  If  this  is  not  apartheid 
I  wonder  what  else  it  is. 

Question  2.  I  stood  on  Victoria  Falls  Bridge  and  I  watched  train  after  train 
cru.ss  the  Victoria  Falls  Bridge  with  agriculture  products,  food  that  they  needed 
because  of  the  drought  and  the  lack  of  food  in  those  northern  African  countries. 

Answer  :  The  argument  that  railway  tracks  with  agricultural  foodstuffs  crosses 
Victoria  Falls  Bridge  is  quite  irrelevant  to  the  U.S.  importation  of  Rhodesian 
chrome  and  does  not  even  warrant  comment,  however,  our  information  is  that 
after  the  closure  of  the  Rhodesian-Zambian  border  in  January  1973,  there  was  a 
complete  halt  of  the  ttse  of  the  Rhodesian  part  of  the  raihvay  by  Zambia.  Zambia 
opened  up  new  trade  routes  with  neighboring  African  states  to  the  north,  such  as 
Malawi  and  Tanzania. 

(85) 


52-228 — 75- 


Statemext  of  Sexator  Gale  McGee  ix*  (3pexixg  Hearixgs  ox  S.  1SG8 
Before  the  Africax'  Affairs  SubcommittI':e  of  the  Foreigx'  Ee- 
LATioxs  Committee.  September  6,  1973 

In  the  20  months  since  the  U.S.  Congress  voted  to  violate  U.X.  economic 
sanctions  against  Rhodesia,  significant  events  Jiave  occurred  whicli  maice  it  vital 
for  this  nation  to  be  placed  back  into  compliance  with  tlie  sanctions. 

It  is  for  these  reasons  that  I.  and  29  of  my  colleagnes,  have  introduced  legishi- 
tion  ^^hich  would  place  lis  back  in  compliance  with  the  sanctions. 

The  decision  of  the  U.S.  Congress  to  place  this  nation  in  violation  of  the 
sanctions  has  been  the  subject  of  intense  study  on  the  part  of  many  organiza- 
tions and  groups.  Two  of  the  most  outstanding  analyses  of  the  ramifications 
of  U.S.  violation  of  the  sanctions  are  to  be  found  in  a  United  Nations  Association 
of  the  U.S.A.  study  compiled  by  the  Student  and  Young  Adult  Division,  whicli 
was  released  this  last  spring,  and  an  interim  report  just  recently  released  by  the 
Carnegie  Endowment  for  International  Peace.  We  believe  these  studies  to  be 
extremely  helpful  in  defining  the  issues  involved  in  the  sanctions  question ;  and 
therefore,  we  will  have  both  reports  published  as  a  part  of  the  hearing  record. 

The  basic  underlying  concerns  of  our  effort  to  restore  U.S.  compliance  witli 
sanctions  against  Rhodesia  remain  the  same  as  they  were  two  years  ago.  Our 
unilateral  and  formal  violation  of  sanctions  has  seriously  damaged  our  long- 
time support  for  human  rights  and  self-determination,  and  the  peaceful  resolution 
of  international  conflicts.  We  stand  in  violation  of  a  treaty  commitment,  and 
this  fact  has  seriously  tarnished  our  credibility  within  the  international  com- 
munity. In  effect,  we  have  broken  our  word — a  fact  which  is  not  taken  lightly 
around  the  world. 

The  United  States  has  long  supported  nonviolent  resolution  of  conflicts.  We 
supported  U.N.  economic  sanctions  against  Rhodesia  as  an  alternative  to  a 
violent  solution  and  as  a  form  of  pressure  on  the  Ian  Smith  regime  to  negotiate 
a  new  basis  for  independence  from  Great  Britain. 

Thus,  our  first  concern  deals  with  the  international  ramifications  of  our 
violation  of  the  sanctions.  Today,  Rhodesia  is  not  only  closer  to  open  and  pro- 
tracted warfare,  but  also,  the  whole  of  southern  Africa  could  be  drawn  into 
racial  conflict  unless  the  Rhodesian  question  is  resolved. 

If  Rhodesia  does  become  the  scene  of  violent  racial  conflict,  there  is  little 
hope  that  violence  will  be  contained.  There  have  already  been  border  skirmishes 
between  Zambia  and  Rhodesia,  the  movement  of  the  Republic  of  South  African 
police  into  Rhodesia  to  help  maintain  order,  an  increased  incidence  of  liberation 
movement  activity,  and  government  retaliation  in  the  British  colony.  In  effect, 
the  action  by  the  United  States  Congress  in  the  past  two  years  has  served  to 
impede  efforts  of  both  moderate  blacks  and  whites  to  achieve  an  equitable  settle- 
ment. Therefore,  we  believe  that  a  Congressional  restoration  of  the  sanctions 
and  our  backing  of  U.N.  efforts  to  enforce  more  strictly  existing  sanctions  is 
crucial,  at  this  time,  to  tip  the  scales  in  favor  of  a  peaceful  settlement. 

Second,  although  there  have  been  covert  violations  of  the  sanctions  against 
Rhodesia  since  they  were  implemented,  the  United  States  remains  the  only  nation 
in  the  world  to  agree  to  compliance  first,  and  then  formally  and  unilaterally  to 
break  with  the  international  community  on  this  question.  This  factor  has  been 
detrimental  to  our  credibility  within  the  international  community. 

If  U.S.  domestic  industries  paid  a  marginal  price  for  our  compliance  with  sanc- 
tions. Vi'hile  other  nations  allowed  their  industries  to  purchase  Rhodesian  chrome 
covertly,  then  it  is  entirely  within  our  tradition  and  heritage  as  a  nation.  We  hold 
ourselves  to  be  the  world's  leading  democracy  and  to  maintain  that  position 
means  that  we  must  exercise  responsible  leadership  both  domestically  and 
internationally. 

Third,  two  years  ago.  proponents  of  our  violation  of  the  sanctions  claimed  that 
Great  Britain  would  pull  the  rug  out  from  under  the  United  States  by  calling 
upon  the  U.N.  to  withdraw  the  sanctions  resolution.  Yet,  the  direct  opposite 
has  occurred.  Not  only  has  Great  Britain  called  upon  the  international  community 
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to  cooperate  in  a  more  stringent  enforcement  of  the  sanction's,  but  it  also  has 
npped  the  ante  for  independence  by  requiring  tlie  Smith  regime  to  come  to  terms 
with  the  Rhodesian  blacks,  who  comprise  95  per  cent  of  the  population,  before  a 
settlement  can  be  achieved. 

Fourth,  according  to  published  accounts,  even  the  business  community  within 
Rhodesia  is  becoming  increasingly  concerned  over  the  continued  isolation  of  the 
Smith  government  from  the  international  community.  The  continued  U.S.  viola- 
tion of  the  sanctions  remains  the  only  leverage  the  Smith  regime  holds  at  this 
time  and  affords  him  the  weapon  to  resist  efforts  from  moderate  whites  within 
hi.s  own  country  to  liberalize  his  policies.  The  U.S.  violation  of  the  sanctions  has 
stymied  the  forces  of  moderation  by  bringing  some  relief  to  what  has  become 
a  serious  foreign-exchange  earnings  problem  for  Rhodesia. 

It  was  Smith's  belief  that  the  U.S.  violation  of  the  sanctions  would  have  a 
snowballing  effect  and  it  would  be  just  a  matter  of  time  before  other  nations 
would  follow  suit.  Quite  the  contrary  has  occurred.  This  spring,  the  United  Na- 
tions Security  Council  took  the  added  step  of  tightening  the  sanctions  program 
against  Rhodesia.  As  a  consequence,  the  U.S.  international  position  has  become 
increasingly  embarrassing. 

Fifth,  one  of  the  principal  arguments  in  favor  of  our  violation  of  the  sanctions 
focused  on  our  alleged  reliance  upon  Soviet  Russia  (a  potential  enemy)  for  a 
critical  and  strategic  material  (chrome).  Yet,  in  spite  of  our  importation  of 
chrome  from  Rhodesia  for  a  period  of  20  months,  our  imports  from  Soviet  Russia 
have  not  decreased  one  ton,  but  rather  have  increased.  On  the  other  hand,  imports 
from  our  other  principal  supplier  of  chrome.  Turkey  (which  is  an  allyj,  have  de- 
creased substantially. 

On  June  26,  1973,  Mr.  Peter  M.  Flanigan,  Assistant  to  the  President  for  Inter- 
national Economic  Affairs,  belittled  the  "national  security"  argument  by  pointing 
out :  "Access  to  Rhodesian  chrome  and  other  minerals  is  not  an  important 
element  in  U.S.  Security  or  our  overall  economic  policy  given  :  (1)  the  substantial 
excess  of  our  stockpile  resources  and  (2)  the  comparatively  minor  amounts  we 
actually  import  from  Rhodesia." 

Further,  the  assertion  we  are  fully  dependent  upon  foreign  sources  for  a  very 
vital  metal  is  also  misleading.  AVe  presently  have  some  5.3  million  tons  of  metal- 
lurgical grade  chrome  in  our  strategic  stockpile.  The  Administration  has  already 
announced  there  is  no  longer  a  need  for  maintaining  such  huge  amounts  of 
strategic  metals  in  the  national  stockpile  and  has  offered  legislation  which  would 
release  all  but  500,000  tons  from  the  stockpile.  In  addition,  some  900,000  tons 
of  metallurgical  grade  chrome  have  been  sitting  in  our  national  stockpile  looking 
for  a  buyer  for  two  years. 

A  further  refutation  of  the  "national  security"  argument  came  in  the  form  of 
a  letter  from  W.  P.  Clements,  Jr.,  Deputy  Secretary  of  Defense,  who,  on  July  20, 
1973,  pointed  out :  ".  .  .  the  metallurgical  grade  chromite  needed  by  industry 
to  support  the  Defense  Department's  steel  requirement  during  the  first  year  of  a 
war  amounts  to  128,300  short  tons,  or  2.3%  of  the  quantity  held  in  the  inventory 
as  of  31  December  1972.  Thus,  it  can  be  seen  that  the  Defense  requirement  for 
metallurgical  grade  chromite  is  relatively  small,  and  that  the  bulk  of  the  stock- 
pile inventory  would  be  used  by  the  non-defense  industry  in  the  event  of  an 
emergency." 

Sixth,  it  has  been  claimed  that  Rhodesian  ore  is  considered  to  be  of  the  highest 
quality  available  by  those  who  support  continued  violation  of  the  sanctions. 
However,  our  own  government  experts  state  that  by  any  standard,  be  it  chrome 
ore  deposit  formation,  chrome  ore  content,  or  availability  on  short  notice.  Rhode- 
sian chrome  is  inferior  to  Soviet  Russian  and,  in  many  cases,  Turkish  ore.  The 
best  proof  of  this  is  the  continued  increase  of  American  industrial  consumption 
of  Soviet  chrome  ore. 

Seventh,  it  has  been  alleged  that  Russian  chrome,  which  has  been  imported 
into  the  United  States,  is  nothing  more  than  Rhodesian  chrome  transshipped. 
The  basis  of  this  claim  was  a  test  conducted  by  the  Crucible  Steel  Division  of 
Colt  Industries.  The  Colt  analysis  utilized  an  electron  microprobe  in  search  of 
titanium  content  in  the  chromite.  Colt  claimed  that  low  titanium  content  (a 
Rhodesian  chrome  ore  characteristic)  had  also  been  found  in  Soviet  Russian  ore 
being  imported  into  the  U.S..  leading  them  to  conclude  Russian  ore  was  nothing 
more  than  Rhodesian  ore  transshipped. 

However,  the  U.S.  Geological  Survey  refuted  the  claim  two  years  ago.  even 
though  Colt  still  advances  this  argument.  USGS  scientists  stated  that  titanium 
content  alone  was  not  the  basis  for  determining  the  origin  of  the  ore.  According 
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to  the  USGS,  such  a  determination  is  based  upon  a  combination  of  physical 
characteristics,  content  of  chromium  and  ii-on  oxides,  commercial  value  of  the 
ores,  records  of  prodviction  from  Rliodesiuu  mines,  and  the  geology  of  Russian 
C'hromite  deposits. 

The  USGS  also  noted  the  ore  that  Colt  Industries  claimed  to  be  transshipped 
Rhodesian  ore  contained  only  an  average  of  38  per  cent  chromium  oxide — "far 
below  that  of  the  Rhodesian  ore  that  is  supplied  to  the  world  market."  For 
these  reasons,  the  USGS  stated  unequivocably  that  Rhodesian  ore  was  not  being 
transshipped  through  Russia  to  the  U.S.  Further,  the  USGS  stated  that  Russian 
ore  with  similar  titanium  content  as  Rhodesian  ore  actually  comes  from  the  Urals 
and  is  known  as  Saranovskaya  ores,  or  low-grade  Russian  ore. 

In  light  of  this  refutation  by  the  U.S.  Geological  Survey  of  Colt's  claim  that 
Rhodesian  ore  was  being  transshipped  through  Russia,  we  are  now  being  con- 
fronted with  rumors  that  Soviet  Russia  is  buying  Rhodesian  chrome  for  their 
own  use  and  selling  us  Russian  chrome.  Again,  no  evidence  has  been  offered  to 
substantiate  this  claim.  While  the  United  Nations  has  been  able  to  target  those 
nation.s  who  are  covertly  violating  sanctions  against  Rhodesia,  there  is  no 
evidence  the  Soviets  are  doing  so.  Thus,  once  again,  we  are  confronted  with 
allegations  and  rumors  which  are  not  based  upon  fact.  We  are  confronted  with 
misrepresentations  in  an  effort  to  coerce  the  Congress  of  the  United  States  into 
continuing  this  nation's  violation  of  U.N.  sanctions  against  Rhodesia. 

Eighth,  proponents  of  our  violation  of  the  sanctions,  for  the  past  two  years, 
have  also  stressed  the  economic  consequences  of  continued  compliance  with  the 
sanctions.  We  were  told  that  the  price  of  metallurgical  grade  chrome  had  risen 
substantially  since  the  embargo  in  1968 ;  and  the  Russians,  in  particular,  were 
able  to  inflate  their  prices  because  Rhodesian  chrome  was  not  available  to  U.S. 
buyers. 

However,  a  study  recently  completed  by  an  analyst  in  the  Foreign  Affairs 
Division  of  the  Congressional  Research  Service,  Library  of  Congress,  noted  the 
price  of  chrome,  including  that  of  Rhodesian  chrome,  had  increased  in  recent 
years.  The  analyst  pointed  out  the  increase  was  due  as  much  to  an  increase  in 
demand  for  chrome  and  the  general  upward  shift  in  the  prices  of  raw  materials, 
as  to  the  effects  of  economic  sanctions.  The  study  noted  the  rise  in  world  chrome 
prices  began  in  1964,  before  the  imposition  of  the  sanctions.  This  was  attributed 
to  the  fact  that  in  the  1950s,  large  U.S.  stockpile  purchases,  primarily  from 
Turkey,  inflated  the  chrome  prices.  Wheu  these  purchases  ceased  in  1958,  prices 
began  to  rise  as  the  ore  surplus  was  being  depleted.  At  the  same  time,  world 
production  of  stainless  steel  began  to  increase  at  a  rapid  rate,  especially  in 
Japan  and  West  Germany.  According  to  tlie  study,  it  was  this  new  demand  for 
chrome  ore  which  also  contributed  to  the  upward  trend  in  prices. 

The  study  continued :  "These  factors,  which  began  pushing  ore  prices  upward 
in  1965.  have  continued  through  1972." 

The  price  U.S.  industr.v  pays  for  chromium  imports  is  a  very  complex  system^ 
It  depends  upon  the  method  of  computation  as  to  whether  the  prices  for  the 
imports  are  quoted  prices  or  actual  prices  paid.  However,  for  present  purposes, 
we  will  utilize  data  obtained  from  the  U.S.  Department  of  Commerce's  monthly 
publication  entitled :  Imports,  commodity  hy  country.  The  Department  of  Com- 
merce computes  the  average  price  figure  which  is  obtained  by  dividing  the  value 
of  imports  by  their  quantity.  Later  on  in  our  statement,  we  will  include  an 
analysis  of  the  pricing  system  as  compiled  by  the  Carnegie  Endowment. 

We  have  attached  an  appendix  to  our  statement  which  is  a  series  of  charts 
compiled  from  Department  of  Commerce  data  showing  imports  of  chrome  and 
ferrochrome  prior  to  our  violation  of  the  sanctions  (1971)  and  after  our  violation 
of  the  sanctions  (1972).  Charts  A,  B,  and  C  deal  with  imports  of  metallurgical, 
chemical,  and  refractory  grade  chrome,  in  that  order.  Chart  D  deals  with  imports 
of  low  carbon  content  ferrochrome  and  chart  E  with  imports  of  high  carbon 
content  ferrochrome. 

In  looking  at  Chart  A,  we  found  that  in  1971,  the  price  of  metallurgical  grade 
chrome  from  the  Soviet  Union  averaged  $76.93  per  ton;  from  Turkey,  $79.93 
per  ton ;  and  from  Pakistan,  $67.60  per  ton.  In  1972,  the  first  year  of  U.S.  viola- 
tion of  the  sanctions,  we  found  the  cost  of  metallurgical  grade  chrome  from 
Soviet  Russia  averaged  $73.00  per  ton;  from  Turkey,  $60.35  per  ton;  from 
Pakistan,  $77.75  per  ton.  Rhodesia  averaged  $67.09  per  ton.  However,  the 
Rhodesian  price  average  is  somewhat  misleading.  For  example,  our  initial  ship- 
ment of  Rhodesian  chrome  came  in  March  1972,  at  a  price  of  $49.48  per  ton.  Yet, 
just  two  months  later,  we  paid  $83.65  per  ton,  and  in  December  of  1972,  we 
^gain  purchased  Rhodesian  chrome  for  $83.65  a  ton.  Again,  in  looking  at  chart  A, 
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for  the  first  quarter  of  1973,  we  paid  Russia  $48.16  a  ton  for  metallurgical  grade 
chrome  ;  Turkey  $93.70  per  ton  ;  and  Rhodesia  $62.38  per  ton. 

Thus,  the  evidence  seems  very  clear  that  the  rule  of  supply  and  demand  plays 
the  overriding  role  in  the  price  of  chrome  as  it  does  with  any  other  metal. 

The  Lihrary  of  Congress  study  noted :  "The  price  of  Soviet  chrome  increased 
188  percent  between  1965  and  1970.  However,  the  Soviet  Union  produces  the 
highest  grade  chrome  available.  Lower  quality  chromite  from  other  areas  of  the 
world  also  has  increased  in  price  more  or  less  proportionately  to  that  for  Soviet 
ore." 

The  Carnegie  study,  on  page  19,  pointed  out :  ".  .  .  because  Russian  ore  is  of 
a  generally  higher  chromic  oxide  content  than  either  Rhodesian,  South  African, 
or  Turkish  ore,  it  merits  a  somewhat  higher  price  per  ton.  Similarly,  because 
South  Africa's  metallurgical  grade  chromite  is  generally  of  lower  quality,  it  is 
priced  lower  than  that  of  our  other  major  foreign  suppliers." 

So,  the  past  two  years  we  have  had  supporters  of  our  violation  of  the  sanctions 
playing  the  numbers'  game.  We  heard  claims  that  the  Russians  were  gouging 
us  on  chrome  prices  because  of  the  sanctions  against  Rhodesia.  However,  these 
same  individuals  made  no  mention  of  the  fact  that  in  1965,  we  were  paying  around 
$40  a  ton  for  metallurgical  grade  chromite  from  Rhodesia,  while  in  1972,  we  paid 
$67.00  a  ton.  This  represents  a  68  per  cent  increase.  Again,  the  basis  of  this  com- 
parison can  be  found  in  U.S.  Department  of  Commerce  data. 

To  give  a  further  example  of  how  misleading  the  numbers'  game  is,  let  us 
take  a  look  at  chemical  grade  chrome  (which  is  a  middle  grade).  In  1968, 
Rhodesia  sold  us  chemical  grade  chrome  for  $30.51  per  tun.  However,  in  1972,  the 
Rhodesians  were  charging  us  $83.25  per  ton  (see  chart  B)  for  chemical  grade 
chromite.  This  represented  an  increase  of  nearly  187  per  cent  in  just  a  four- 
year  period. 

According  to  U.S.  Department  of  Commerce  data,  the  price  of  Rhodesian 
chrome  for  all  grades  from  1961  until  1968  was  consistently  higher  per  ton 
than  the  Soviet  Russian  chrome. 

Contrary  to  claims  that  the  sanctions  were  making  the  United  States  in- 
creasingly reliant  upon  a  potential  enemy  (Russia)  for  a  strategic  metal 
(chrome),  the  surge  in  Russian  imports  came  long  before  sanctions  were  imple- 
mented. Again,  using  the  U.S.  Department  of  Commei'ce  as  our  source,  we  found 
that  in  1961,  we  imported  only  4.7  per  cent  of  our  chrome  from  Soviet  Russia 
while  Rhodesia  had  47.2  per  cent  of  our  market.  In  1963,  the  Soviet  Russian 
imports  jumped  to  88.3  per  cent,  while  imports  from  Rhodesia  decreased  to  39.7 
per  cent.  By  1967  (the  year  before  sanctions),  our  imports  from  Soviet  Russia 
had  increased  to  58  per  cent,  while  imports  from  Rhodesia  had  declined  to  17.6 
per  cent.  Thus,  the  upsurge  in  imports  from  Soviet  Russia  cannot  be  attributed 
to  the  sanctions  against  Rhodesia,  but  rather  to  what  the  Library  of  Congress 
study  pointed  out :  ".  ,  .  the  Soviet  Union  produces  the  highest  grade  chrome 
available." 

As  we  indicated  earlier  in  our  statement,  the  price  U.S.  industries  must  pay 
for  chrome  imports  depends  upon  the  method  of  computation.  According  to  the 
Carnegie  study,  it  is  difficult  to  compare  Soviet  chrome  ore  prices  before  and 
after  1971. 

The  study  noted :  "First  of  all,  the  quoted  price  has  been  changed  from  a 
'delivered  price'  (including  transportation  charges)  used  up  to  1971,  to  a 
'shipping  point  price'  (where  transportation  costs  are  not  included  in  the  quota- 
tion) starting  in  1971.  Secondly,  the  guaranteed  chronic  oxide  content  of  the  ore 
has  been  altered  in  the  1965-1971  period.  For  example,  in  1965  the  USSR  price 
was  for  55  percent  chromic  oxide  ore ;  in  1971,  however,  the  guaranteed  chromic 
oxide  content  was  only  48%.  Consequently,  no  accurate  comparison  can  be 
made  of  Russian  quoted  prices  without  taking  these  significant  differences  into 
account :  we  will  therefore  only  present  a  general  comparison  here.  In  1965,  the 
quoted  price  for  Soviet  chrome  ore — 55%  chromic  oxide,  delivered  to  U.S.  Atlantic 
ports— was  $30.5O-$33  per  long  ton.  In  1971,  the  price  was  $51.50-$55  per  ton 
with  the  important  differences  that  (1)  the  tons  were  not  metric  :  (2)  the  chrome 
ore  was  only  gauranteed  48  percent  chromic  oxide  and,  (3)  the  price  did  not 
include  shipping  costs.  According  to  John  Morning  of  the  U.S.  Bureau  of  Mines 
the  1971  Russian  price  would  have  been  about  $70  per  long  ton  if  calculated  in 
1965  terms.  Similarly,  the  1972  quoted  prices,  which  decreased  to  $45-$46.50  per 
tun,  would  be  about  $60  per  ton  in  1965  terms." 

Ninth,  it  was  claimed  by  supporters  of  the  sanctions  violation  that  countries 
like  Japan  and  West  Germany  were  covertly  violating  the  sanctions.  As  a  con- 
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sequence,  they  were  using  cheap  Rhodesian  chrome  to  make  tiieir  own  cheap  ferro- 
chrome  and  stainless  steel  for  export  to  the  United  States,  thus  threatening  U.S. 
jol)s  in  the  ferrochrome  and  stainless  steel  industries. 

We  will  now  talie  a  look  at  the  domestic  ferrochrome  industry  since  the 
sanctions  violation  went  into  effect. 

Foote  Mineral  Company,  a  principle  lobbyist  in  1971  for  breaking  tlie  sanctions 
against  Rhodesia,  was  the  first  to  feel  the  detrimental  impact  of  the  new  law.  On 
December  13.  1972,  it  announced  it  was  closing  the  plant  in  Steubenville,  Ohio, 
which  had  received  one  of  the  first  sliipments  of  Rhodesian  chrome  ore.  Foote 
gave  the  following  reason  for  the  closure:  "The  domestic  ferrochrome  industry 
has  been  forced  td  reduce  selling  prices  in  order  to  combat  the  low-priced  imports 
which  have  taken  as  much  as  50  percent  of  the  domestic  low-carbon  ferrochrome 
market  this  year." 

In  the  December  18.  1972,  issue  of  Metals  Week,  it  was  pointed  out  that  Foote 
had  decided  to  shut  down  two  additional  plants  and  go  out  of  the  ferrochrome 
business  completely.  One  plant  is  in  Wenatchee,  Washington,  and  the  other 
in  Kemballton,  Virginia.  The  three  plants  accounted  for  24  percent  of  Foote's 
total  business  for  1972. 

:Metals  Week  went  on  to  point  out :  "Steubenville's  problems  were  compounded 
by  rising  power  costs  and  power  outages.  But.  despite  a  recent  interest  expressed 
by  the  firm  in  producing  charge  chrome,  the  cutthroat  competition  in  ferro'-hrome 
pricing  undoubtedly  played  as  significant  a  role  in  Foote's  decision  as  did  the 
troubles  at  the  nlant.  Low-priced  imports,  primarily  from  South  Africa,  have  been 
at  an  all-time  high  this  year — estimated  at  some  ."'>0%  of  U.S.  consumption.  Im- 
ported prices  are  reportedly  even  below  U.S.  production  costs  in  certain  cases, 
making  it  Increasingly  difficult  for  the  domestic  industry  to  compete.  The  com- 
petition has  been  intensified  by  a  change  in  emphasis  away  from  low-carbon 
products  and  into  high-carbon  and  low-carbon  charge  chrome — the  result  of 
mounting  South  African  production  and  stainless  steel  technology  which  permits 
the  use  of  lower-grade  material." 

IMetals  Week  noted  this  interesting  development :  "One  highly  placed  source 
believes  the  problem  lies  deeper,  however,  originating  with  a  'consider,)  ide  dis- 
location of  the  historical  patterns  of  ferrochrome.'  Until  last  year,  this  expert 
reasons,  the  U.S.  maintained  a  strict  adherence  to  the  U.N.  sanctions  against 
Rhodesia,  making  the  Rhodesians  very  selective  and  independent  about  selling 
ore.  At  the  same  time.  Rhodesia  and  South  Africa — which  have  maintained  a  tradi- 
tional strong  bond,  accessing  low-cost  and  high-grade  ore  sources  to  both — are 
now  seeking  to  produce  and  sell  chrome  alloys  rather  than  ore.  As  a  result, 
Soufh  African  ferrochrome  production  has  expanded  to  an  estimated  500,000 
tons  per  year  by  yearend  and  Rhodesia  is  slated  to  triple  its  own  capacity  in  the 
next  18  months  to  400,000  tpy." 

Foote  was  not  alone,  as  America's  fourth  largest  producer  of  ferrochrome  (be- 
hind Airco  Alloys.  Union  Carbide  and  Foote),  Ohio  Ferroalloys,  cited  severe 
price  erosion  and  loss  of  its  profits  In  its  decision  to  suspend  ferrochrome  opera- 
tions "until  such  time  as  the  market  price  on  this  product  might  return  to  a 
reasonable  level  that  would  allow  a  profit."  This  annoimcement  was  made  in 
September  1972,  but  by  the  year's  end.  the  temporary  suspension  had  become  a 
permanent  decision.  Ohio  Ferroalloys  then  announced  it  would  produce  materials 
"more  profitable  than  ferrochrome"  at  its  plant  in  Brilliant,  Ohio.  In  the  words 
of  company  President  R.  L.  Cunningham :  "We  are  closing  down  because  we 
could  not  compete  with  prices  quoted  by  the  South  African  and  Rhodesian 
exporters." 

As  a  result,  the  Carnegie  study  pointed  out:  "This  surge  of  low-cost  imports 
of  ferrochrome  from  Rhodesia  has  done  more  harm  to  American  industry  than 
any  of  the  chrome  ore-related  hardships — real  and  imagined — that  occurred  dur- 
ing the  period  of  the  sanctions." 

Carnegie  said  the  closing  of  the  Foote  meant  the  loss  of  313  American  jobs. 
Thus,  20  months  after  Congressional  approval  of  the  sanctions  violation  went 
into  effect,  the  American  ferrochrome  industry  has  lost  two  of  its  four  princinal 
producers.  In  this  connection,  the  Ferroalloys  Association  filed  a  petition  before 
the  Tariff  Commission  in  May  of  this  year  a.sking  for  relief  from  imports  includ- 
ing ferrochrome.  The  petition  emphasized  that :  "Unless  aid  is  forthcoming  soon 
it  will  only  be  a  matter  of  time  until  almost  all  domestic  x>roduction  of  ferro- 
chrome and  chromium  metal  will  cease  and  the  bulk  of  oiu*  coimtry's  require- 
ments will  be  supplied  from  and  dependent  on  foreign  production." 
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Once  again,  let  us  take  a  look  at  U.S.  Department  of  Commerce  data.  In  1971 
(see  chart  D),  U.S.  Imports  of  ferrochrome  containing  not  over  3  per  cent  carbon 
totaled  58  million  pounds.  In  1972,  when  the  U.S.  was  in  violation  of  the  sanc- 
tions, imports  of  low  carbon  ferrochrome  increased  by  42.9  million  pounds  or 

73.5  per  cent.  The  major  increases  came  from  South  Africa  (9.2  million  pounds) 
and  Japan  (10  million  pounds).  Yet.  Rhodesia  contributed  more  than  4.4  million 
pound.s  of  low-carbon  ferrochrome  imports  to  this  in  1973. 

A  look  at  chart  E  reveals  that  ferrochrome  imports  of  more  than  3  per  cent 
carbon  increased  by  36.7  per  cent  in  1972  over  1971.  The  Republic  of  South  Africa 
contributed  more  than  24  million  pounds  to  this  increase.  In  1972,  we  imported 

13.6  million  pounds  from  Rhodesia.  In  the  first  quarter  of  1973,  we  imported  50 
million  pounds  of  high  carbon  ferrochrome  (only  10  million  pounds  less  than  our 
total  for  all  of  1971 )  with  Rhodesia  alone  accounting  for  more  than  35  per  cent 
(;f  tliese  imports. 

The  Carnegie  study  notes  :  "Together,  Rhodesian  and  South  African  low-cost 
ferrochrome  has  provided  77rc  of  U.S.  imports  of  high-carbon  ferrochrome  in 
1973." 

Thus,  while  the  violation  of  the  sanctions  brought  a  flood  of  ferrochrome  im- 
ports into  the  U.S.,  we  only  imported  12  per  cent  of  our  total  chrome  imports  in 
1972  from  Rhodesia. 

Once  again,  quoting  from  the  Carnegie  study:  "It  is  important  to  rememl^er 
in  all  this  just  why  Rhodesian  and  South  African  ferrochrome  is  so  much  cheaper. 
Not  only  are  the  lack  of  p(-llutiou  controls  and  the  proximity  to  the  raw  material — 
chrome — important  in  keeping  costs  low  in  southern  Africa.  Equally  important 
is  the  fact  that  labor  unions  are  almost  unheard  of  and  the  mostly- African  labor 
force  in  both  countries  are  paid  very  low  wages  for  their  work  in  the  mines  and 
the  ferrochrome  processing  plants.  It  is  the  apartheid  and  cheap  labor  systems 
which  allow  companies  like  Union  Carbide  to  produce  ferrochrome  so  much 
more  cheaply  in  southern  Africa." 

Another  interesting  point  made  by  the  Carnegie  study  is  the  following :  "If 
companies  like  Foote  Mineral  and  Ohio  Ferroalloys  were  oblivious  to  the  poten- 
tial impact  of  the  amendment  (to  violate  sanctions),  the  Rhodesian  regime  could 
not  have  been.  From  their  perspective,  it  is  much  more  attractive  to  sell  ferro- 
chrome to  the  American  market  than  raw  chrome  ore ;  the  return  on  ferro- 
clirome  is  about  five  times  that  for  chrome  ore.  For  instance,  according  to  the 
U.S.  Treasury  Department,  the  U.S.  imported  about  92,000  tons  of  chrome  ore 
worth  $2,822,930  from  Southern  Rhodesia  from  January  24.  1972,  to  January  11, 
]!i73.  At  the  same  time,  we  imported  just  over  18.000  tons  of  finished  high-carbon 
ferrochrome  from  Rhodesia  vrortli  almost  exactly  the  same  amount — $2,990,713.'" 

In  this  connection,  ilr.  Fred  O'Mara  of  Union  Carbide,  who  will  be  testifying 
before  our  subcommittee  today,  observed  in  the  July  14,  1973,  issue  of  Business 
"Week  that :  "Inevitably,  Carbide  will  be  forced  to  move  its  ferrochrome  pro- 
duction in  order  to  compete." 

The  Carnegie  study  went  on  to  point  out :  "Union  CarV)ide  owns  not  only  chrome 
mines  in  Rhodesia,  but  also  a  large  ferrochrome  processing  operation  there  called 
Union  Carbide  Rhomet — which  provides  jobs  to  717  employes.  In  addition,  the 
company  is  reportedly  exploring  possibilities  of  investing  in  South  African  ferro- 
chrome facilities.  Tlius.  unlike  other  smaller  American  firms  which  produce 
ferrochrome.  Carbide  may  not  lose  out  in  the  long  rim  as  the  domestic  ferro- 
clirome  industry  suffers."' 

Thus,  we  have  the  present  situation  whereby  two  of  the  top  four  ferrochromium 
producers  in  this  nation  are  going  out  of  the  business  of  ferrochromium 
production.  A  third.  Union  Carbide,  says  it  is  going  to  have  to  close  down  do- 
mestic production  and  move  its  ferrochrome  production  overseas.  "We  are  seeing 
tlie  export  of  American  jobs  overseas. 

Tenth  involves  the  claim  on  the  part  of  industry  spokesmen  that  they  needed 
access  to  metallurgical  grade  Rhodesian  chrome,  since  the  principal  world 
sources  were  Rhodesia  and  Russia  (who  was  allegedly  gouging  us  because  of 
the  sanctions). 

However,  the  Carnegie  study  once  again  notes :  "Until  recently  the  stainless 
steel  industry  has  consumed  primarily  low-carbon  ferrochrome.  However,  a  new 
argon-oxygen  decarburization  process  (AOD)  has  resulted  in  a  shift  to  lower 
priced,  high  carbon  or  'charge'  ferrochrome.  since  more  carbon  can  be  removed 
in  the  steelmaking  process  itself  with  AOD.  Industry  officials  estimate  that  low- 
carbon  ferrochrome  will  be  used  less  and  less  in  the  future."' 
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The  Finnish  exporienr-e  is  the  most  striking  in  this  regard.  According  to  the 
I'nited  Nations  Association  study,  prior  to  1969,  Finland  was  a  chromium  and 
ferrochromium  importing  nation.  However,  in  1965,  the  Finns  decided  to  apply 
their  technology  to  production  of  metallurgical  grade  chromite  from  their  do- 
mestic low  grade  ores  which  amounted  to  37  million  tons.  As  a  consequence,  we 
now  see  Finland  as  a  major  exporter  of  ferrochromium  (see  chart  E).  In  1971, 
the  U.S.  imported  nearly  11  million  pounds  of  high  carbon  ferrochromium  and 
over  7.2  million  in  1972.  The  prices  to  U.S.  Industrial  users  of  ferrochrome  for 
the  Finnish  product  was  the  lowest  in  the  world.  In  1972,  the  Finns  undercut  the 
Rhodesians  by  25  per  cent  in  price. 

It  is  estimated,  according  to  the  UNA  study,  to  be  nearly  three  billion  tons  of 
chromite  deposits-  in  the  world,  with  500  million  tons  considered  to  be  of  metal- 
lurgical grade.  The  point  is,  with  new  technology,  access  to  Rhodesian  chrome 
is  not  a  necessary  element  in  the  health  of  the  U.S.  Stainless  Steel  Industry, 
but  it  has  been  detrimental  to  our  domestic  ferrochromium  industry. 

It  must  also  be  noted  at  this  point  that  the  credit  for  the  upturn  in  the  com- 
petitiveness of  the  American  steel  industry  are  due  primarily  to  the  new  set  of 
Voluntary  Restraint  Agreements  negotiated  in  1971  (the  1968  Agreements  had 
only  limited  tons  of  steel  thus  causing  foreign  producers  to  shift  to  stainless 
steel  exports),  and  the  late  1971  devaluation  of  the  dollar  which  made  foreign 
steel  more  expensive. 

Eleventh,  before  closing  this  rather  lengthy  statement,  it  is  important  to  make 
one  additional  observation.  Our  violation  of  the  sanctions  has  become  a  ma.ior 
point  of  controversy  with  the  nations  of  Africa,  particularly  the  black  African 
countries.  At  first  glance,  this  may  not  seem  to  be  very  vital  in  the  short  run, 
biit  it  is  going  to  become  Increasingly  apparent  in  the  long  run.  We  are  in  the 
process  of  alienating  an  area  of  the  world  in  which  we  are  going  to  become  in- 
creasingly reliant  upon  as  a  source  of  raw  materials.  With  our  oil  problems  in 
the  Middle  East,  we  cannot  afford  to  alienate  Nigeria  which  has  just  recently 
surpassed  Venezuela  as  a  supplier  to  the  U.S.  market.  At  a  time  when  we  are 
confronted  with  dwindling  natural  resources — resources  vitally  needed  to  keep 
our  industrial  capacity  running — sub-Sahara  Africa  repesents  a  resource  poten- 
tial of  significant  magnitude.  To  put  it  bluntly,  the  U.S.  could  be  locked  out  of 
access  not  only  to  export  markets,  but  also  the  resources  of  this  area  of  the  world. 

At  present,  the  less-developed  nations  of  the  world  account  for  30  percent  of 
our  exports  and  are  the  only  areas  where  we  have  f avoidable  trade  balances.  We 
have  more  than  $3.5  billion  in  private  investments  in  sub-Sahara  Africa.  The 
market  potential  for  U.S.  exports  and  investment  is  virtually  untapped. 

Thus,  we  must  begin  to  demonstrate  a  more  enlightened  sensitivity  to  the 
aspirations  and  concerns  of  this  part  of  the  world.  A  return  to  compliance  with 
U.N.  sanctions  against  Rhodesia  would  be  a  manifestation  of  our  sensitivity.  We 
have  much  to  gain,  and  nothing  to  lose  by  such  a  step. 

In  conclusion,  we  feel  the  detrimental  ramifications  of  our  violation  of  U.N. 
sanctions  against  Rhodesia  far  outweigh  whatever  economic  benefits  might  accrue 
to  a  particular  industrial  sector  of  our  nation.  The  economic  argimients  in  favor 
of  a  continued  violation  of  sanctions  appear  to  be  fallacious  in  light  of  the  plight 
of  our  ferrochromium  industry.  It  is  for  these  reasons  we  have  introduced  this 
legislation,  and  it  is  our  hope  that  Congress  will  agree  with  us  and  act  favorably. 

Chart  "A" 

U.S.  imports  of  metallurgical  grade  chrome  ore — 1971  quantities  and  prices  ty 
major  country  of  origin  (quantity  in  content  tons  of  chromic  oxide;  price  in 
dollars  per  content  ton) 

Country  and  quantity :  Price 

U.S.S.R.,    134.442 .$76.93 

Turkey,   76.152 79.  53 

Pakistan,  14.984 67.  60 

South  Africa,  57,741 33.96 

Average    68. 62 
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U.S.  imports  of  metallurgical  grade  chrome  ore — 1972  quantities  and  prices  6y 
major  country  of  origin  {quantity  in  content  tons  of  chromic  oxide;  price  in 
dollars  per  content  ton) 

Country  and  quantity  :  Price 

U.S.S.R.,    180.080 $73.  00 

Turkey,   29,889 60.  35 

Pakistan,  11,696 77.  75 

South  Africa.  45,608 35.  05 

Rliodesia,  27,955 67.  09 

Average    67. 09 

U.S.  imports  of  metallurgical  grade  chrome  ore — 1st  quarter  1973  quantities  and 
prices  hy  major  country  of  origin  {quantity  in  content  tons  of  chromic  oxide; 
price  in  dollars  per  content  ton) 

Country  and  quantity  :  Price 

U.S.S.R.,    9,939 $48.  16 

Turkey,    9.019 93. 17 

Pakistan.  4.528 92.  22 

Rliodesia,  1,082 62.  38 

Notes. — Price  is  computed  average  figure  by  dividing  value  of  imports  by  tlieir 
quantity. 

Metallurgical  grade  chromite  is  divided  as  chrome  ore  with  46  per  cent  and  over 
chromic  oxide. 

Source:  U.S.  Commerce  Department  monthly  publication  entitled:  "Imports,  commodity 
by  country." 

Chaet  "B" 

V.S.  imports  of  chemical  grade  chrome  ore — 1971  quantities  and  prices  hy  major 
country  of  origin  {quantity  in  content  tons  of  chromic  oxide;  price  in  dollars 
per  content  ton) 

Countrv  and  quantity  :  Price 

Turkey,    29,080 $79.  54 

Philippines.  4,840 63.  43 

South  Africa,  107,103 29.10 

Average 40.  40 

U.S.  imports  of  chemical  grade  chrome  ore — 1972 

Countrv  and  quantity  :  Price 

Turkey,    5.228 $70.  42 

South  Africa,  54,926 29.29 

Iran,  5.544 62.  50 

Rhodesia,    10,521 83.  25 

Average 42. 19 

Notes. — Price  is  computed  average  figure  obtained  by  dividing  value  of  Imports  by 
their  quantity. 

Chemical  grade  chromite  is  defined  as  chrome  ore  with  between  40  and  46  percent 
chromic  oxide. 

Source:  U.S.  Commerce  Department  monthly  publication  entitled:  "Imports,  commodity 
by  countrv." 

CH-UIT  "C" 

U.S.  imports  of  refractory  grade  chrome  ore — 1971  quantities  and  prices  l)y  major 
country  of  origin  {quantity  in  content  tons  of  chromic  oxide;  price  in  dollars 
per  content   ton) 

Coiuitrv  and  quantity :  Price 

U.S.S.R.,    11,268 $71.  32 

Turkey,    28,914 6.5.  50 

Philippines.  42.860 71.  28 

South  Africa,  3,861 43.  68 

Average 67.  74 
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U.S.  imports  of  refractory  grade  chrome  ore — 1972 

Country  and  quantity  :  Price 

U.S.S.R.,    21.149 $42.  90 

Turkey.    13.232 5<i.  OS 

Philippines.  35,351 80.  19 

Snutli     Africa 

Malagasy  Republic,  3.840 101.58 

Average 60.  2S 

XoTES. — Price  is  computpd  average  figure  obtained  by  dividing  value  of  imports  l>y 
their  quantity. 

Kft'ractory  grade  cluomite  is  defined  as  chrome  ore  with  under  40  percent  cliromic 
oxide. 

Source:  I'.S.  Commerce  Department  montlily  publication  entitled:  "Imports,  eoniniodity 
bv  country." 

Chart  "D" 

U.S.  iiiifiorfs  nf  fcrrdchvome  confaininfj  not  over  .3  ))crce»f  cfirhon — J97J  tiiuiniitic-^ 
and  itrices  hy  nuijor  country  of  origin  i quantity  in  younds;  price  in  ccntn  yer 
pound) 

Price 

Country  and  quantity:  (oents) 

Sv^eden.     8.481,536 31.  3 

Norway,    5.803.052 30.  6 

West  Germany.  8.191.815 31.  2 

Jai>an,   9.970.970 30.  2 

South  Africa.  19.076.917 20.0 

Turkej-,  1,488,128 25.  8 

Average 26.  0 

U.S.  iinyortfi  of  fcrrocliromc  containing  not  cover  .3  yi  rccnt  carbon — 1972 

Price 
Country  and  quantitv  :  (cenis) 

Sweden.   13.815.481 27.  6 

Norway.   8.927,456 26.  0 

West  Cxerniany,  4.260.161 27.9 

Japan,  19.232.118 28.  4 

South  Africa.  28.310.349 20.  7 

Turkey.  9.405.326 24.  6 

Rhodesia,    4.362,308 25.  5 

Average 25.  2 

Notes. — T'.S.  imports  of  ferrochronio  containing  not  over  .S  percent  carbon  in- 
creased by  more  than  42.9  millirm  pounds  in  1071'  from  .")S. 069. 690  in  1971  to  90.- 
91.5.142  in  1972.  Tliis  represented  about  a  "."^.S  i.)ercent  increase  from  1971. 

.According  to  the  same  source.  T'. S.  imports  of  ferrochrome  containing  not  over  ?> 
percent  carbon  amounted  to  ?,0.X  million  pounds  in  the  first  quarter  of  197.3.  with 
Rhodesia  accounting  for  7.1  million  pounds  of  the  total. 

Source:  T'.S.  Commerce  Department  monthly  publication  entitled:  "Imports    commodity 
by  country." 

Chart  '^E" 

I^.S.  imyorfft  of  ferrochrome  containing  over  3  percent  carhon — 197}  quantities 
and  yricci  hy  major  country  of  origin  (ejuantity  in  yound.^;  price  in  cents  per 
pound) 

Price 
Coiuitry  and  quantity:  {centx) 

Finland.    11.542.995 9  9 

France.    5.826.136 I9I  2 

West  Germany.  10.914,567 is!  1 

.Tapan.   16.724.730 I7  5 

South  Africa.   10.283,580 12^0 

Average 1,5.  4 
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U.S.  import fi  of  fcrrorhromc  containing  over  3  percent  carhon — 1072 

Price 
Country  and  quantity  :  (cents ) 

Plnlantl  7,244.752 9.  4 

France  (not  a  major  supplier  in  1972) 

West  Germany,  1.988.071 IB.  5 

Yugo.slavia.    6.352.388 10.  2 

Japan,  4,533.488 10.  2 

South   Africa,   34.315,754 13.0 

Rhodesia,    13,590,092 11.  4 


Average 12. 


Notes. — U.S.  imports  for  ferrochrome  containing  over  3  percent  carbon  increased 
by  almost  22..5  million  pounds  in  1972  from  60.272.586  in  1971  to  82,708.007  in 
1972.  This  represented  about  a  36.7  percent  increase  over  1971. 

According  to  the  same  source,  ferrochrome  imports  containing  over  '^  percent 
carbon  amounted  to  nearly  50  million  pounds  in  the  first  quarter  of  1973  alone,  with 
Khodesia  accounting  for  more  than  17.6  million  riounds  o^  the  total. 

Source:  TJ.,S.  Commerce  Department  monthly  publication  entitled:  "Imports,  commodity 
by  country." 


[From  Congressional  Record,  Oct.  10,  1973] 

Statement  of  Senator  Hubert  H.  Humphrey  in  U.S.  Senate 
Concerning  Sanctions  Against  Rhodesia 

Economic  Arguments  on  Sanctions  Against  Rhodesia 

Mr.  Humphrey.  Mr.  President,  as  the  Senate  nears  a  vote  on  S.  1868,  legisla- 
tion which  would  place  us  back  into  compliance  with  U.N.  sanctions  against 
Southern  Rhodesia,  I  would  like  to  respond  to  the  so-called  economic  arguments 
presented  by  those  special  interests  who  support  the  continued  violation  of 
sanctions. 

On  September  6,  1973,  the  African  Affairs  Subcommittee  of  the  Senate  Foreign 
Relations  Committee  held  hearings  on  S.  1868  which  has  been  introduced  by  my- 
self and  30  cosponsors.  During  the  course  of  this  hearing  we  heard  testimony 
from  representatives  of  Union  Carbide  and  the  stainless  steel  industry.  Spokes- 
men for  both  warned  that  if  the  United  States  did  not  have  access  to  the  ferro- 
chromium  production  capacity  of  Southern  Rhodesia,  the  domestic  stainless  steel 
industry  would  suffer  and  American  jobs  would  be  lost. 

Two  years  ago,  when  the  Senate  first  voted  to  violate  the  sanctions,  these  same 
industries  agrued  in  favor  of  our  violation.  At  that  time,  they  warned  of  the 
strategic  danger  of  relying  on  the  Soviet  Union  for  an  inordinate  supply  of 
chrome  ore  and  of  the  great  economic  costs  to  the  domestic  ferrochrome  indus- 
try, including  the  loss  of  American  jobs  if  we  were  to  continue  the  ban  on 
Rhodesian  chrome. 

What  has  happened  since  this  Nation  lifted  the  ban  on  Rhodesian  chrome 
imports?  Soviet  Russia  remains  our  primary  source  of  chrome  ore,  accounting 
for  some  53  to  55  percent  of  our  imports.  Southern  Rhodesia  supplies  us  with 
less  than  5  percent  of  our  chromium  imports. 

Has  the  import  of  Rhodesian  chrome  saved  the  U.S.  ferrochromium  industry? 
Quite  the  contrary.  In  1973  we  find  two  ferrochromium  processing  plants  closing 
with  the  loss  of  American  jobs.  The  reason :  U.S.  ferrochrome  producers  cannot 
compete  with  cheap  ferrochrome  imported  from  Southern  Rhodesia.  Thus,  we 
stand  on  the  verge  of  having  our  entire  ferrochromium  industry  virtually  wiped 
nut  because  of  these  cheap  imports. 

Spokesmen  for  Union  Carbide  and  the  stainless  steel  industry  are  no  longer 
concerned  about  the  welfare  of  the  domestic  ferrochromium  indiistry.  Now,  they 
tell  us  their  industry  faces  dire  consequences  should  we  lose  this  clieap  source 
of  ferrochrome  from  Southern  Rhodesia.  Note,  we  are  no  longer  talking  about 
the  i-aw  material — chrome.  We  are  now  asked  to  believe  the  U.S.  stainless  steel 
industry  requires  cheap  Rhodesian  ferrochrome  in  order  to  produce  low-cost 
stainless  steel  at  prices  competitive  on  the  world  markets.  We  are  told  if  this 
source  is  cut  off,  the  price  of  ferrochrome  will  rise  sharply  and  this  price  increase 
will  be  passed  on  to  the  American  consumer.  We  are  further  told  that  American 
jol)s  will  be  lost. 

However,  I  would  hope  my  colleagues  would  examine  these  arguments  with 
some  care  in  light  of  the  price  we  have  paid  for  twice  falling  victim  to  misrep- 
I'esentations  and  distortions  of  fact  from  these  same  special  interests. 

First,  the  stainless  steel  industry  claims  the  price  of  ferrochrome  will  inerense 
20  to  ,30  percent  if  cheap  Rhodesian  ferrochrome  could  not  be  imported.  This 
would  lead  to  inflation  of  the  price  of  domestic  stainless  .steel  and  would  make 
it  noncompetitive  with  foreign  suppliers. 

While  not  denying  the  possibilitv  of  a  minimal  cost  increase  in  fprrochrome 
and  stainless  steel,  I  submit  the  price  we  will  pay  for  our  continued  violation  of 
th<^  sanctions  is  much  greater. 

The  spokesmen  for  the  stainless  steel  industry  admit  thev  cannot  predict 
the  amount  of  their  claimed  price  increase,  nor  can  they  show  tliat  past  increases 
were  due  to  the  sanctions. 
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In  addition,  the  industry's  fear  for  ttie  loss  of  American  jobs  is  not  shared 
by  the  United  yteelworliers  Union.  Worse  yet,  the  stainless  steel  industry  has 
already  abandoned  our  vital  domestic  ferrochrome  industry  in  favor  of  increased 
reliance  upon  Rhodesian  production.  It  would  seem  to  me  that  Congress,  rather 
than  bowing  to  pressures  from  a  handful  of  companies,  should  seek  means  of 
assisting  our  own  industry  rather  than  agreeing  to  a  policy  which  results  in  our 
rushing  to  export  jobs  overseas. 

Let  us  look  a  little  closer  at  the  facts.  There  are  cheap  sources  of  ferrochrome 
available  to  American  stainless  steel  producers,  if  this  happens  to  be  their  pri- 
mary concern.  These  sources  would  compensate  in  all  or  part  for  the  loss  of  the 
Rhodesian  source.  Finnish  high-carbon  ferrochrome  is  already  underselling  Rho- 
desian ferrochrome  by  2  cents  a  pound.  South  African  chrome  is  only  slightly 
more  expensive.  Further,  Brazil  and  Turkey  are  both  increasing  production  of 
ferrochrome  and  both  share  the  same  advantage  of  Southern  Rhodesia  in  having 
an  indigenous  source  of  chrome  ore.  In  1972,  Turkey's  exports  of  low-carbon 
ferrochrome  to  the  United  States  were  1  cent  a  pound  less  than  Rhodesia's. 

The  economic  impact  of  prices  as  they  relate  to  sanctions  has  also  been  seri- 
ously exaggerated.  Industry  spokesmen  claimed  that  as  a  result  of  removal  of 
the  sanctions,  ferrochrome  dropped  7  cents  a  pound  in  1972.  Hov^ever,  the  Com- 
merce Department's  publication  entitled  "Import  by  Commodity,"  shows  the 
average  drop  was  only  2  cents  a  pound.  Once  again,  an  attempt  at  misrepre- 
sentation by  the  industry. 

In  addition,  stainless  steel  scrap  provides  a  considerable  and  growing  per- 
centage of  the  chromium  content  in  steel.  Its  price  is  not  governed  by  ferro- 
chrome imports  from  Rhodesia. 

Further,  new  vacuum  processes  in  steel  making  and  ferrochrome  production 
permit  the  use  of  lower  grade  and  hence  less  expensive  ferrochrome  and  chrome 
ore  in  stainless  steel  production.  This  is  a  worldwide  trend  which  is  responsible 
for  price  reductions.  Just  switching  from  low-carbon  to  high-carbon  ferrochrome 
reduces  the  price  by  50  percent,  a  fact  that  Union  Carbide  and  the  stainless  steel 
industry  spokesmen  fail  to  mention. 

Admittedly,  U.S.  stainless  steel  producers  might  be  forced  to  pay  somewhat 
higher  prices  for  ferrochrome  from  third  countries  and  from  our  own  domestic 
producers  should  the  Rhodesian  source  be  shut  off.  However,  part  of  the  reason 
for  these  price  differences  can  be  found  in  the  low  wages  paid  to  African  laborers 
in  Rhodesia.  Union  Carbide  spokesmen  claim  that  labor  accounts  for  only  10 
percent  of  the  production  costs  at  the  Union  Carbide  ferrochrome  processing 
plant  in  Southern  Rhodesia.  However,  George  Watson,  executive  director  of  the 
Ferroalloys  Association,  points  out  that  labor  costs  run  at  least  1.5  percent  in 
the  United  States.  Therefore,  one  is  not  surprised  that  given  the  oppressive  labor 
practices  and  effective  bans  on  strikes  and  collective  bargaining  in  Southern 
Rhodesia,  that  labor  is  much  less  of  a  cost  factor  in  that  country. 

Next,  we  are  asked  to  believe  that  the  undefinable  increase  in  the  price  of  one 
raw  material  caused  by  shutting  off  one  source  would  make  the  American  .stain- 
less steel  industry  noncompetitive.  Mr.  Jack  Sheehan,  spokesman  for  the  United 
Steel  Workers,  questioned  this  claim  during  the  hearings  by  noting : 

"In  1969,  the  United  States,  together  with  the  Japanese  and  European  steel 
producers  signed  the  first  Voluntary  Restraint  (quota)  agreement.  Under  this 
agreement,  imports  are  held  to  a  given  percentage.  In  May  of  1971,  the  new  YRA 
was  signed  which  significantly  strengthened  the  protection  for  our  domestic  spe- 
cialty steel  industry.  The  VRA  would  prevent  any  further  incursion  of  imports 
over  the  agreed-upon  amount  despite  any  price  differential  resulting  from  dif- 
fering sources  of  chrome  ore." 

Thus  we  find  the  stainless  steel  industry  already  protected  from  our  major 
competitors. 

Since  1971.  the  U.S.  dollar  has  been  devalued  twice  and  the  currencies  of  our 
major  competitors  in  the  steel  industry  have  been  revalued  upward.  In  fact,  the 
Cermnn  mark  has  srone  up  48  percent  with  respect  to  the  dollar  and  the  Japnnese 
yen  has  incre;^sed  hy  .36  percent  in  the  revaluotion.  The  American  Metals  Week 
of  ilay  1.  197.3.  reported  that  general  steel  imports  continued  down  in  the  second 
quarter  of  1973,  due  to  the  continued  world  steel  boom  and  the  effect  of  devalua- 
tion on  foreign-domestic  price  diiTerentials.  This  change  in  the  dollar  certainly 
will  have  a  continnnig  favorable  impact,  much  greater  than  a  few  cents  change 
in  the  price  of  ferrochrome. 


Ill  iuUlitiou,  our  niajoi-  coinpetitors  pay  almost  as  nnicli  for  th^•ir  (loiiH'stic 
ferroc-hroiiie  as  we  do.  As  douiestic  sources  make-  up  tlie  hulk  of  tht^ir  raw 
iii-iterials  needs,  they  \Anll  not  receive  a  cost  advantage  if  sanctions  were  rene\\ed. 

Let  lis  now  turn  to  the  second  part  of  tlie  industry  argument  tiiat  a  new 
i-iiilVa"0  on  Khodesian  ferrochrome  would  lead  to  serious  shortages  of  ferro- 
chroiue  at  reasonable  prices.  Tliis  argument  is  based  upon  three  assumptions: 
Fir^r  the  domestic  ferrochrome  industry  is  declining  and  cannot  be  fxiiected 
to  Supply  steel  industry  needs;  second,  the  strategic  stockpiles  are  mostly  ol»s(.- 
lete  niid'  could  onlv  provide  a  few  years'  supply  at  any  rate;  and,  third,  third- 
country  sources  of  ferrochrome  are  rapidly  drying  up  or  are  becoming  prohibi- 

tivelv  txpensive. 

It 'is  evident  that  the  stainless  steel  industry  is  all  too  willing  to  let  tne  domes- 
tic ferrochrome  industry  die  l)ecause  the  prices  are  slightly  higher  than  the 
cheap  Khodesian  ferrochrome.  Union  Carbide  also  lias  a  vested  interest  in  access 
to  R'lodesiau  ferrochrome,  since  that  company  already  owns  a  ferroclirome  plant 
in  iliiodesia  whicli  a  ill  allow  it  to  ultimately  beneht  from  their  continued  ability 
to  sell  on  the  American  market. 

Stainless  steel  indu.stry  spokesmen  say  tlie  American  ferrochrome  iiidustry  is 
doomed  because  the  sources  of  metallurgical  grade  chromite  are  drying  up  and 
more  and  more  chromite  producing  nations  are  turning  to  the  more  profitable 
ferrochrome  production.  The  stainless  steel  spokesman  claims  the  costs  for 
power  and  pollution  controls  are  making  U.S.  ferrochrome  producing  firms  non- 
competitive and  American  plants  are  not  investing  in  new  high  carbon  ferro- 
chrome processes  since  the  investment  is  too  risky.  Therefore,  we  are  told  we 
should  face  facts  and  move  our  ferrochrome  industry  overseas  to  Rhodesia  and 
South  Africa. 

Airco  Industries  of  Charleston,  S.C,  our  No.  1  ferrochrome  producer,  does  not 
share  this  view.  Airco  has  invest<Kl  in  modern,  pollution-free  plants,  has  estab- 
lished firm  sources  of  chromite — primarily  from  Russia — and  plans  to  stay  in 
business.  Norris  IMcFarlane,  vice  president  for  Airco,  has  warned  in  a  recent 
article  in  American  Metals  Market,  that  domestc  steel  producers  should  not  be 
so  anxious  to  abandon  the  domestic  ferrochrome  industry  : 

''Consider  what  would  happen,  if  say,  foreign  steel  producing  interests  con- 
tracted to  buy  South  Africa's  total  ferrochrome  output.  For  one  thing,  U.S. 
stainless  steel  producers  would  have  to  reduce  their  production  rates  drastically 
(for  lack  of  ferrochrome)  and  stainless  steel  imports  w-ould  soar.  It  would 
certainly  take  too  long  to  forestall  permanent  dislocations  in  the  stainless  steel 
business." 

The  claim  the  sources  of  chromite  are  drying  up  has  been  largely  exaggerated. 
Russia  still  produces  1.0  million  tons  annually  of  which  they  .shipped  STO.OOO 
tons  to  the  United  States  in  1972.  This  reiue.sented  52  percent  of  our  total 
imports.  Russian  reserves  of  metallurgical  grade  chromite  are  said  to  be  many 
times  the  20.5  million  tons  estimated  in  1965,  according  to  the  U.S.  Bureau  of 
IVIines. 

Turkey  is  (mr  second  largest  source  of  chromite.  Stainless  steel  industry 
spokesmen  claim  the  Japanese  Jiave  bought  2.6  million  tons  of  Turkish  ore  for 
the  next  10  years.  In  checking  this  source,  we  find  that  figure  is  actually  1 
million  tons  over  the  next  11  years.  This  works  out  to  91,000  tons  a  year,  or  20 
percent  of  the  600.000  tons  produced  annually  in  Turkey.  Our  Turkish  allies  are 
anxious  to  have  our  business  and  still  wonder  why  we  have  reduced  our  pur- 
chases from  them. 

Mr.  President,  the  economic  questions  relating  to  Rhodesian  chr<mie  do  not 
justify  a  vote  against  S.  18G8. 

A  major  source  of  chromite  for  our  domestic  industry  is  the  strategic  stock- 
pile. There  are  presently  1.5  million  tons  of  metallurgical  grade  chromite  in  the 
st<-ckpilc  which  has  been  included  in  the  administration's  stockpile  release  legisla- 
tion. Released  over  a  period  of  time,  this  source  could  provide  a  steady  and 
cheap  su])plement  to  our  chromite  needs. 

As  I  pointed  out  yesterday,  the  modern  argon-oxygen  process  for  making  stain- 
less steel  allows  companies  to  use  higher  carbon  ferrochrome  which  contains  a 
I'-sver  ratio  of  chrome.  The  U.S.  Bureau  of  Mines,  for  example,  in  1970  noted 
that : 

"Increasing  substitution  of  the  chemical  grades  of  chromite  for  the  metallurgi- 
cal grade  can  be  exiiected  and  will  jjecome  more  and  more  standard  practice  as 
processing  technology  improves  and  economics  continue  favorable." 
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This  process,  ah-eady  allows  Finland  and  South  Africa  to  produce  ferrochrimie 
using  tlieir  low  cost  cheniica!  grade  chrouje  ore  which  is  mixed  with  the  richer 
grade  •>vi^.  The  United  States  could  do  the  same  b.v  importing  chemical  grade 
ore,  or  tapping  the  stockpile,  and  ndxing  it  with  higher  grade  Russian  ore. 

The  I'.S.  Bureau  of  Mines  is  also  working  with  industry  on  man.y  technological 
changes  which  could  soon  become  economical  and  wmild  result  in  an  increase 
in  our  supi)ly  of  chrome.  I  am  referring  to  new  methods  being  developed  for 
tile  retrieval  of  chrome  from  indu.vtrial  wastes,  solutions,  and  sludges.  The 
Bureau  of  Mines  also  notes  that : 

"Computer  control  of  chromium  alloy  additions  in  steelmaking  could  also  save 
addirional  amount.-?  (of  chrome;  through  more  etlicient  operations  and  elimina- 
tion of  human  errors." 

I  am  sure  the  stainless  steel  industry  is  well  aware  of  this  research  and  tech- 
nology development.  It  is  apparent  we  can  find  ways — ways  which  are  more  bene- 
ficial to  our  long-range  interest — to  increase  supplies  of  chrome  while  reducing 
reliance  upon  foreign  S(iurces. 

Thus,  before  we  dismiss  our  small,  but  important,  ferrochrome  industry  we 
should  consider  the  effect  of  its  loss  on  our  domestic  economy  and  in  turn  our 
total  dependence  on  foreign  sources  that  loss  will  create.  I  believe  it  is  perhaps 
time  for  a  business-Goverumt  nt  eft'ort  to  study  feasible  means  of  assisting  the 
domestic  ferrochrome  industry.  It  has  been  done  in  other  advanced  industrial 
nations  wanting  to  assure  a  dependable  domestic  supply  of  ferrochrome. 

The  stainless  steel  companies  also  cbdm  that  even  if  released,  the  domestic 
stockpiles  of  low  and  higli  carbon  ferrochrome  would  be  of  little  aid  to  them. 
First,  they  claim  the  319,tK)0  tons  of  low  carbon  ferrochrome  has  been  marked 
obsolete  by  the  General  Services  Administration.  However,  our  check  with  the 
Office  of  FJmergency  I'reparedness  in  the  GSA  revealed  that  as  of  August  31.  1973, 
there  were  29S.7.5()  tons  of  low  carbon  ferrochrome,  of  industrial  quality  in  the 
stockpile.  I  was  informed  by  the  GSA  that  this  ferrochrome  was  not  obsolete, 
but  that  reduced  demand  for  low  carbon  ferrochrome  might  make  it  more  dif- 
ficult to  sell.  Nonetheless,  one  third  of  the  pioduction  of  ferrochrome  in  this 
Nation  is  in  the  low  carbon  fiu-m.  According  to  the  Ferroalloys  A.ssociation 
we  will  still  be  using  tlie  low  carlton  form  until  1980. 

There  are  also  40:.',0(X)  tons  of  high  carbon  ferrochrome  in  the  stockpile, 
marked  for  disposal.  The  stainless  steel  industry  claims  this  would  meet  their 
needs  for  only  IS  months.  No  one  is  suggesting  that  it  should  be  released  all  at 
once,  nor  that  it  should  replace  all  domestic  production  and  foreign  imports 
as  implied  in  their  argument.  A  gradual  release  from  the  stockpile  to  minimize 
the  impact  on  the  domestic  market  would  be  expected.  Sale  of  4U,00U  tons  per  year 
for  10  years  would  provide  the  stainless  steel  industry  \\ith  the  equivalent  of 
almost  all  imports  of  high  carbon  ferrochrome  in  1072  alone. 

The  final  claim  made  by  the  stainless  steel  industry  spokesmen  is  that  our  only 
source  of  ferrochrome  for  the  foreseeable  future  will  be  Southern  Rhodesia  and 
South  Africa.  They  claim  the  inevitable  gravitation  of  ferrochrome  production 
to  the  source  of  the  ore  would  mean  that  third  country  producei-s  would  be  in  the 
same  position  as  the  United  States — without  chrome  to  feed  their  furnaces.  As 
the  Soviet  Union  has  never  been  a  supplier  of  ferrochrome  to  the  U.S.  market, 
only  South  Africa  and  Rhodesia  remain. 

Once  again,  the  situation  has  been  highly  exaggerated.  For  example,  it  is 
pos.sible  for  third  countries  such  as  West  Germany,  Japan,  and  Norway  to  make 
long-term  contracts  for  chromite  which  is  already  occtirring.  These  nations  still 
export  large  quantities  of  ferrochrome,  although  at  slightly  higher  prices  than 
the  Rhodesian  product.  For  example,  in  1972.  Japan,  Germany,  and  Norway  ex- 
ported a  total  of  108,000  tons  of  ferrochrome.  The  United  States  only  tised 
one-fifth  of  this  amount  and  could  certain  obtain  more  to  supplement  our  domestic 
production. 

Another  fact  is  that  Rhodesia.  South  Africa,  and  Russia  are  not  the  only  na- 
tions with  significant  indigenous  sources  of  chrome  ore.  Since  1970,  many  other 
countries  have  been  developing  ferrochrome  industries  from  their  indigenous 
chrome  deposits,  which  could  supplement  our  domestic  production  well  into 
the  foreseeable  future. 

Finland  produces  35,000  tons  of  ferrochrome  a  year  at  lower  prices  than 
Rhodesia.  Turkey  is  adding  50.000  tons  in  new  annual  ferrochrome  plant  capacity. 
Brazil  is  building  a  plant  to  process  50,000  tons  of  chrome  ore  a  year.  India 
is  increasing  its  ferrochromium  producing  capacity  which  amounted  to  14,700 
tons  in  1970. 
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South  Africa  is  rapidly  expanding  production  using  new  methods  to  tap  enor- 
mous reserves  of  chemical  grade  ore. 

These  examples  demonstrate  that  nations  other  than  Rhodesia  are  not  stand- 
ing still.  They  provide  a  viable  alternative  source  of  ferrochrome  and  there  is 
nothing  to  inhibit  U.S.  companies  to  sign  contracts  vt'ith  these  countries  as  the 
Japanese  are  now  doing  in  Turkey  and  Brazil. 

If  the  U.S.  stainless  steel  industry  is  concerned,  in  the  long  run,  over  access 
to  Uhodesian  ferrochrome  it  would  be  wise  for  them  to  consider  that  one  way 
or  the  other  majority  rule  will  come  to  that  country.  Therefore,  in  order  to 
guarantee  a  long-term  access  to  Rhodesiau  ferrochrome,  I  would  suggest  that 
Union  Carbide  and  the  stainless  steel  industiues  support  efforts  to  return  us  to 
compliance  with  the  sanctions.  If  these  corporations  continue  to  antagonize  the 
African  majority  in  Rhodesia,  they  could  find  themselves  cut  out  of  the  market 
completely  when  majority  rule  is  achieved.  This  is  perhaps  the  largest  blind  spot 
in  their  argimients.  If  we  continue  ^\ith  short-sighted  policies  in  order  for  a 
handful  of  U.S.  companies  to  gain  short-term  benefits,  we  will  pay  the  price 
in  the  long  run  for  bowing  once  again  to  industry  pressures. 


[From  Congressional  Record,  Dec.  14,  1973] 

Statements  of  Sexator  Gale  McGee  ix  U.S.  Senate  Concerning 

Sanctions  Against  Rhodesia 

Mr.  McGee.  Mr.  Fresident,  throughout  the  course  of  debate  on  the  Rhodesian 
chrome  issue,  I  have  continually  warned  of  the  potential  disastrous  consequences 
for  this  nation  in  black  Africa  should  the  United  States  continue  its  violation  of 
United  Nations  sanctions  against  Southern  Rhodesia. 

I  have  warned  that  the  future  economic  visability  of  this  country  is  inextrica- 
bly tied  to  what  our  relations  with  black  Africa  and  the  rest  of  the  developing 
world  will  be.  I  have  suggested  that  U.S.  businesses  would  be  well-advised  to 
assist  the  U.S.  Congress  in  efforts  to  place  us  back  in  compliance  with  U.N.  sanc- 
tions, because  their  stakes  in  Africa  are  as  great  as  our  national  stakes. 

I  have  warned  that  the  future  economic  viability  of  this  country  is  inextrica- 
natural  resources  of  black  Africa  and  to  potential  export  markets  on  that  con- 
tinent if  we  are  to  maintain  our  position  as  a  major  economic  power  in  the  world. 
However,  I  have  also  warned  that  this  Nation's  foreign  policy  has  to  become  more 
sensitive  to  the  needs  and  aspirations  of  the  developing  world  if  our  own  well- 
being  is  to  be  maintained. 

Therefore,  it  was  with  considerable  interest  that  I  read  an  article  which  ap- 
peared in  the  September  1973  publication  of  The  World  Today  magazine.  The 
article,  entitled  '"Britain  and  Rhodesia  :  The  Economic  Background  To  Sanctions," 
pointed  out  how  much  more  farsighted  both  the  British  Government  and  British 
business  interests  are  in  their  approach  to  the  question  of  Rhodesia.  However,  it 
is  not  without  solid  foundation. 

For  example,  the  authors  of  the  article,  two  postgraduate  students  at  Oxford 
University,  made  the  following  observations  of  British  business  attitudes  on  the 
Rhodesian  sanctions  question : 

"It  must  be  emphasized  that  Rhodesia  is  only  one  of  a  number  of  underdevel- 
oped countries  in  the  area  and,  with  few  exceptions,  British  companies  would  be 
willing  to  lose  their  interests  there  to  safeguard  the  lusher  pastures  to  the  north. 
For  it  is  in  black  Africa  that  the  future  must  lie.  Reserves  of  labor  and  resources 
have  hardly  been  touched,  and  the  larger  population  concentrations  provide  ample 
opportunity  for  local  market  expansion  on  the  basis  of  the  surplus  from  the  min- 
ei'al  and  agricultural  sectors.  In  addition,  the  strategic  importance  of  many  of 
Africa's  commodities  and  the  likelihood  of  new  large  mineral  deposits  make  it 
essential  to  maintain  British  interests  in  the  area.  The  growing  Nigerian  oil  in- 
dustry, which  now  provides  10  percent  of  the  UK's  consumption  (together  with 
the  possibility  of  large  reserves  elsewhere)  adds  a  sense  of  urgency  to  this 
conclusion. 

"This  argument  now  seems  to  be  widely  accepted  by  British  industry,  at  least 
for  the  long  run." 

The  authors  in  their  conclusion  also  noted  the  following : 

"Both  sections  of  this  article  have  led  to  the  same  conclusion ;  there  is  no  eco- 
nomic case  for  the  removal  of  sanctions  in  advance  of  a  settlement  that  is  accepta- 
ble to  African  opinion.  At  first  sight  the  maintenance  of  sanctions  appears  an 
unattractive  option,  but  to  lift  them  would  prodiace  few  gains.  British  companies 
would  regain  contact  with  their  subsidiaries,  but  this  is  unlikely  to  affect  the 
overall  profitability,  and  the  trade  links  lost  to  the  sanctions-breakers  will  be 
hard  to  re-establish.  Besides,  Rhodesia's  elaborate  system  of  capital  and  trade 
controls  could  not  be  dismantled  overnight.  Rapid  trade  liberalization  woxild  dam- 
age the  manufacturing  sector  and  allow  the  excess  liquidity  in  the  economy  to 
spill  over  into  inflation.  The  country  has  a  considerable  outstanding  debt  commit- 
ment— estimated  at  R$221  m..  plus  R$99  m.  interest  and  debt  arrears — to  which 
must  be  added  the  profits  of  UK  firms  awaiting  to  be  remitted.  Rhodesian  funds 
in  London  are  less  than  a  tenth  of  this  sum. 

"On  the  other  hand,  a  solution  labelled  as  a  'sell-out'  by  black  Africa  would 
inevitably  have  harmful  consequences.  The  goodwill  generated  by  the  Pearce 
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Report  and  the  Government's  careful  overtures  to  Nigeria  would  be  thrown 
away.  It  is  impossible  to  cost  the  resulting-  retaliation,  but  British  investors  are 
viell'  aware  of  the  possibilities.  There  may  be  some  nationalization,  although 
inroads  have  already  been  made  into  British  capital  by  the  more  radical  govern- 
ments and  dependence  on  foreign  skills  and  technology  is  likely  to  remain.  More 
iinp(n-tant  perhaps  will  be  the  effect  on  new  investment  and  trade.  As  a  member 
of  the  EEC,  Britain  is  now  in  a  good  position  to  establish  an  economic  presence 
in  the  Associate  States  (of  black  Africa ) . 

"Crucial  contracts  could  be  denied  to  her  at  little  cost  to  the  country  concerned. 
Trade  Hows  could  be  diverted,  particularly  when  governments  are  a  major  buyer. 
The  stake  in  Rhodesia  is  simply  not  worth  a  loss  of  this  order,  and  there  would 
be  no  compensation  gains  elsewhere  soiilh  of  the  Zambezi.  Britain  cannot  afford 
to  be  squeezed  out  of  profitable  new  markets." 

This  is  a  particularly  important  aspect  of  the  Rhodesian  sanctions  question. 
Right  now,  I'.S.  private  investment  in  Southern  Rhodesia  is  estimated  to  ije  .$•"»" 
million.  In  black  Africa  our  private  investment  is  estimated  to  be  over  ^S  billion. 
The  British  business  community  readily  recognizes  the  disparity  of  this  economic 
relationship  and  have  ad.iu.sted  in  order  to  avoid  long-range  disastrous  conse- 
quences. This  is  something  the  U.S.  business  community  has  not  recognized  and, 
as  a  conseciuence,  seriously  jeopardizes  both  their  interest  and  our  own  broader 
and  much  more  vital  national  interests. 

The  authors  of  the  article  recognize  that  the  sanctions  program  has  had  snli- 
stantial  leaks  since  its  inception.  I  do  not  tliink  that  the  supporters  of  S.  ISGS 
will  deny  that.  The  authors  demonstrate  that  Southern  Rhodesian  exports  are 
now  at  nearly  the  same  level  they  were  prior  to  the  unilateral  Declaration  of 
Independence  some  8  years  ago.  However,  they  recognize  that  sanctions  have 
had  a  considerable  impact  as  evidenced  by  the  tremendous  external  debt  the 
Smith  regime  has  incurred  during  the  sanctions  period. 

There  are  many  lessons  we  can  learn  from  the  manner  in  which  both  the 
British  Government  and  British  business  community  have  approached  the  Rho- 
desian question.  They  have  recognized  the  shifting  political  and  econcnnic  forces 
in  the  international  community  today.  They  realize  the  balance  of  economic  power 
is  increasingly  shifting  to  the  developing  world.  They  have  adjusted  to  this 
reality,  an  adjustment  that  some  of  our  own  business  leaders  have  not  made  and 
which  many  in  this  body  have  not  recognized  as  having  to  be  made. 

As  I  have  pointed  out  in  previous  statements,  while  the  maintenance  of  the 
lialance  of  military  power  in  the  world  today  is  still  an  important  ingredient  in 
international  stability,  we  are  fast  approaching  the  day  where  the  balance  will 
shift  from  military  to  economic  power.  If  we  do  not  recognize  this  fact  of 
life  before  it  is  too  late,  it  will  matter  little  how  militarily  ixjwerful  we  are.  For 
as  history  demonstrates,  military  power  is  commiserate  with  economic  pov\er.  If 
we  deteriorate  economically,  we  become  a  second-rate  nation  both  militarily  and 
industrially. 

I  ask  unanimous  consent  that  this  article  be  printed  in  the  Record. 

There  being  no  objection,  the  article  was  ordered  to  be  printed  in  the  REConD, 
as  follows : 

Bbitaix  A^'D  Rhodesia:  The  Economic  Background  to  Sanctions 

(By  Michael  "Williams  and  Michael  Parsonage) 

(Note. — The  authors  of  this  article  are  postgraduate  students  at  Nuffield  College, 

Oxford.) 

As  the  eighth  anniversary  of  Rhodesia's  UDI  approaches,  the  UK  Parliament 
Viill  soon  be  discussing  yet  again  the  value  of  sanctions  and  their  imposition  for 
another  year.  Over  the  last  eighteen  months,  there  seems  to  have  been  a  growing 
appreciation  both  in  Whitehall  and  in  British  industry  that  there  is  a  very  real 
economic  case  for  the  maintenance  of  sanctions,  quite  apart  from  the  political 
and  ethical  ones  that  have  had  to  take  the  burden  of  the  argument  in  the  past. 
In  this  article,  we  reinforce  this  reasoning  by  outlining  the  extent  of  Britain's 
economic  interests  north  and  south  of  the  Zambezi.  We  concentrate  primarily  on 
trade  and  direct  investment  and.  while  this  means  ignoring  some  of  the  inter- 
actions with  other  money  flows  such  as  portfolio  investment  or  aid,  it  is  possible 
to  give  an  idea  of  the  balance  of  interests. 
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TRADE 

Britain's  trading  interests  in  sul»-Saliaran  Africa  are  lieavily  concentrated, 
both  geographically  (on  the  Connnonwealth  countries  and  Houth  Africa)  and  in 
terms  of  commodity  composition  ( with  the  UK  exporting  manufactiu-es  in  ex- 
change for  foodstuffs  and  raw  materials).  This  concentration  reflects  the  legacy 
of  an  imperial  past.  At  the  beginning  of  the  195()s.  UK  trade  with  the  former 
colonial  territories  and  Dominions  displayed  an  artificially  high  degree  of  integra- 
tion and  interdependence,  a  situation  developed  during  the  period  oi  imperial 
expansion,  consolidated  by  the  elaborate  apparatus  of  preferential  trading  ar- 
rangements set  up  at  Ottawa  in  1932,  and  further  strengthened  by  the  bulk- 
purchasing  agreements  of  the  war  years  and  restrictions  on  trade  with  the  dollar 
area.  Political  disengagement  has  been  paralleled  by  changes  in  the  economic 
environment,  and  intensity  of  trade  relations  with  South  Africa  and  the  Com- 
monwealth States  has  declined  steadily,  particularly  in  the  face  of  growing 
competition  from  the  EEC.  the  U.S.,  and  Japan.  But  even  if  falling  in  relative 
terms.  Britain's  trade  links  with  Africa  as  a  whole,  and  with  South  Africa  and 
the  Commonwealth  countries  in  particular,  are  much  closer  than  those  of  her 
main  trading  competitors  fsee  Table  I). 

TABLE  1— AFRICAN  IMPORTS  FROM  LEADING  SUPPLIERS  1362-53  AND  1969-70 

[In  percent] 


Total 

European 

imports. 

United 

Economic 

United 

£m 

Kingdom 

Community 

States 

Japan 

1952-63: 

Commonwealth 

596 

32.1 

18.5 

6.6 

9.4 

Southern  Africa 

769 

27.5 

18.0 

14.1 

4.0 

European      Economic 

Com 

munity 

Associates 

409 

3.4 

64.1 

10.4 

1.4 

Other  African  States... 

94 

8.8 

32.4 

22.3 

7.3 

Total 

1,868 

22.7 

29.0 

11.3 

5.3 

1969  70: 

Commonwealth 

1,078 

28.4 

20.5 

11.1 

7.4 

Southern  Africa 

1,546 

20.4 

24.4 

13.7 

4.3 

European      Economic 

Comi 

munjty 

Associates 

925 

4.1 

63.1 

8.2 

4.3 

Other  African  States... 

135 

8.5 

35.6 

19.3 

9.9 

Total 

3,784 

18.3 

33.1 

12.7 

5.4 

Source:  IMF,  Direction  of  Trade,  1970  and  earlier  issues. 

TABLE  4.— UNITED  KINGDOM  DIRECT  INVESTMENT  IN  AFRICA 


Net  annual  investment 


Book  value 

Rate  of  - 
return 

From  un- 

Growth 

average 

Average 

remitted 

pa. 

1969-71, 

1969-71, 

profits, 

1962  £m 

1971  £m 

percent 

percent 

£m 

percent 

290.  C 

647.1 

S.3 

13.3 

48.4 

80 

59.2 

98.9 

5.9 

8.3 

8.8 

82 

92.8 

140.8 

4.7 

12.0 

22.3 

54 

173.  3 

202.9 

1.7 

13.7 

12.8 

56 

83.1 

101.7 

2.3 

8.9 

3.6  _. 

South  Africa 

Rhodesia 

Nigeria 

Other  Commonwealth 
Other  Africa 

Total 


698.4 


1,191.4 


6.1 


12.2 


95.9 


70 


Notes:  Investment  by  oil  companies,  and  banking  and  insurance  companies,  is  excluded.  Rate  of  return  equals  annual 
earnings/book  value  at  the  end  of  the  same  period.  For  other  definitions  see  original  source. 

Source:  Derived  from  Board  of  Trade  Journal,  Sept.  23, 1S70  and  earlier  editions,  and  Department  of  Trade  and  Industry, 
Business  Monitor,  M4:  Overseas  Transac:nn3:  April  1973  and  earlier  editions. 


New  investment  flows  show  the  same  pattern  and  although  South  Africa  is 
still  very  important,  the  inclusion  of  the  oil  sector  underlines  the  significance  of 
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Xigeria  as  the  greatest  magnet  for  British  capital  at  the  momeut.  In  other  devel- 
oping countries  the  manufacturing  sector  is  becoming  increasingly  important, 
compared  with  the  earlier  emphasis  on  mining  and  distribution. 

There  seems  every  reason  to  expect  this  general  ijattern  to  continue  ;  investment 
in  ISouth  Africa  is  expanding  rapidly,  but  Commonwealth  Africa,  led  by  Nigeria, 
is  more  than  keeping  up.  In  spite  of  sanctions  British-owned  subsidiaries  in 
Rhodesia  also  seem  to  have  prospered  on  the  basis  of  reinvested  earnings.  It  is 
clearly  in  Britain's  interests  to  maintain  her  investment  in  all  these  areas,  but 
future  political  developments  may  not  permit  this  simple  solution,  and  it  is 
worth  assessing  the  balance  of  interests. 

i'irst,  the  often-misunderstood  role  of  South  Africa  must  be  clarified.  Britain 
will  certainly  want  to  safeguard  her  important  investment  there ;  over  500 
British  companies  have  subsidiaries  in  South  Africa,  twenty-five  of  them  being 
among  the  top  100  in  the  economy.  But  a  confrontation  over  Rhodesia  would  in 
no  way  require  British  investors  to  make  the  difficult  choice  between  their  in- 
vestments in  South  Africa  and  those  north  of  the  Zambezi. 

UDI  was  a  political  embarrassment  to  South  Africa,  as  well  as  an  economic 
windfall.  The  Government  in  Pretoria  may  have  helped  the  regime  to  consolidate, 
but  ultimately  its  own  interest  will  be  best  served  by  a  stable  and  widely  accept- 
able government  in  Rhodesia — of  whatever  colour.  South  Africa  is  beginning  to 
dominate  the  economic  life  of  her  neighbours.  An  expansion  of  the  customs  union 
with  South-West  Africa,  Botswana,  Lesotho,  and  Swaziland  into  other  countries 
is  a  long-run  possibility,  but  even  without  formal  links.  South  African  trade  and 
investment  are  important  in  Angola,  Mozambique,  Rhodesia,  Zambia,  and  Malawi. 
Indeed,  sanctions  have  given  a  fillip  to  trade  vv'ith  all  these  countries.  Those 
British  investors  with  holdings  in  the  more  dynamic  South  African  corporations 
clearly  benefit  from  this  expansion,  although  others  may  sense  the  increased 
competition  for  markets  and  profitable  investment  outlets  to  the  north.  South 
Africa  is  now  a  developed  country  and  no  longer  part  of  the  British  imperial 
periphery.  Indeed,  South  Africa  herself  is  taking  over  as  the  metropolitan  power 
from  Britain.^  She  would  clearly  be  unwilling  to  jeopardize  this  shift  in  the 
balance  of  economic  power  by  any  overt  action  aimed  at  protecting  Rhodesia 
against  political  change,  if  this  further  weakened  her  own  international  position 
by  drawing  the  attention  of  hostile  outsiders.  The  UKs  position  in  the  South 
African  economy  is  unlikely  to  be  affected  whatever  the  action — and  reaction — 
over  sanctions  in  other  parts  of  the  continent. 

The  relevant  comparison  is  between  British  investment  in  Rhodesia  and  the 
countries  to  the  north,  because  it  is  here  that  the  clash  of  interests  would  arise. 
Over  1.50  British  companies  have  subsidiaries  in  Rhodesia  ;  the  figure  is  probably 
greater  if  investments  by  banks  and  other  financial  interests  are  included.  It 
has  been  estimated  that  more  than  one-third  of  the  fifty  largest  British  manufac- 
turers have  a  direct  interest  in  Rhodesia  and  that  in  I960  two-thirds  of  the 
country's  net  profits  accrued  to  foreign  companies."  The  value  of  Rhodesia's  min- 
eral production  is  now  over  R$100m.,  most  of  which  is  exported  in  spite  of  sanc- 
tions. Major  British  interests  in  the  sector  are  held  via  Lonrho  (copper  and  gold), 
the  Anglo-American  Corporation  of  South  Africa  (nickel,  coal,  and  iron  ore),  the 
Rio  Tinto-Zine  Corporation  (nickel  and  gold) ,  and  Turner  and  Newall  (asbestos) . 
In  the  rest  of  the  economy  important  foreign  companies  include  Anglo-American. 
Forestal  Timber  and  Railways,  Lonrho,  which  has  a  62.5  percent  share  in  the 
pipeline  from  Beira  and  variety  of  other  investments,  and  Shell.  Among  the  com- 
panies most  affected  by  sanctions  have  been  Ford  and  British  Leyland,  whose 
plants  are  now  assembling  French,  Italian,  and  West  German  vehicles. 

In  spite  of  sanctions,  most  British  companies  have  been  able  to  continue  in  oper- 
ation ;  indeed,  the  importance  of  Rhodesian  minerals,  coupled  with  the  highlv 
protected  market,  has  kept  up  profitability  and  allowed  considerable  expansion  on 
the  basis  of  reinvested  earnings.  Yet  it  should  be  noted  that  Rhodesian  operations 
are  crucial  to  very  few  British  companies  and,  where  they  are.  head  ofl3ces  have 
learned  to  diversify  and  suffer  the  loss  of  direct  control  and  remittances.  Be- 
sides, most  companies  have  investments  north  of  the  Zambezi  and  would  be 
unlikely  to  risk  their  more  important  operations  there  in  the  event  of  a  radical 
Commonwealth  reaction  to  an  "unacceptable"  settlement.  Among  the  big  three  who 

1  For  oxample,  British-owned  subsidiaries  have  considerable  antnnomv  and  new  invest- 
?l«pV,''hii^^^  -^  ""  *''1  ^^!}^.2^  reinvested  profit.s— SO  per  cent  over  the  period  1969-71 
(see_^Table  4) .  compared  with  5.5  per  cent  in  the  Commonwealth  countries. 

U.  Arnghi,  The  Political  Economy  of  Rhodesia  (The  Hague:  Mouton    1967)    p   49 


105 

sfand  to  gain  the  most  from  the  lifting  of  sanctions — Lonrho,  RTZ,  and  Turner 
iuid  Newall — Lonrho  is  now  more  committed  to  black  Africa.  Rhodesia  is  still 
important  to  the  group's  overall  profitability  but  it  has  growing  and  important 
interests  in  no  less  than  thirteen  independent  developing  African  States. 

It  must  be  emphasized  that  Rhodesia  is  only  one  of  a  number  of  underdeveloped 
countries  in  the  area  and,  with  few  exceptions,  British  companies  would  be  will- 
ing to  lose  their  interests  there  to  safeguard  the  lusher  pastures  to  the  north.  For 
it  is  in  black  Africa  that  the  future  must  lie.  Reserves  of  labour  and  resources 
have  hardly  been  touched,  and  the  larger  population  concentrations  provide  ample 
opportunity  for  local  market  expansion  on  the  basis  of  the  surplus  fi'om  the 
mineral  and  agricultural  sectors.  In  addition,  the  strategic  importance  of  many 
of  Africa's  commodities  and  the  likelihood  of  large  new  mineral  deposits  make  it 
essential  to  maintain  British  interests  in  the  area.  The  growing  Nigerian  oil 
industry,  which  now  provides  10  per  cent  of  the  UK's  consumption  (together  with 
the  possibility  of  large  reserves  elsewhere)  adds  a  sense  of  urgency  to  this 
conclusion. 

This  argument  now  seems  to  be  widely  accepted  by  British  industry,  at  least 
for  the  long  run.''  Nevertheless  it  is  true  that  new  foreign  investment  in  black 
Africa  has  been  modest  in  recent  years,  except  in  Nigeria.  Parallel  to  this  there 
has  been  some  divestment  associated  with  nationalization  by  African  govern- 
ments. Naturally  enough  it  is  the  mineral  sector  with  its  overtones  of  "exploita- 
tion" that  has  attracted  the  most  attention.  The  chain  that  started  with  Union- 
Miniere  in  1966  has  led  to  participation  agreements  in  Zambia,  Sierra  Leone,  and 
recently  Nigeria.  Mineral  assets  have  also  been  affected  in  Ghana,  and  manu- 
facturing companies  and  banks  in  Tanzania,  Uganda,  and  Zambia.  Coupled  with 
these  developments  is  the  general  pressure  for  the  renegotiation  of  contracts  and 
the  imposition  of  localization  requirements. 

Increasingly,  however,  British  investors  have  accepted  the  principle  of  par- 
ticipation. They  realize  that  not  only  is  the  actual  proportion  of  total  assets 
involved  really  rather  small  but  also  the  great  majority  of  nationalizations  (and 
certainly  all  the  large  ones)  have  been  fully  compensated.  The  take-over  is  fre- 
quently only  partial,  typically  leaving  the  investor  with  a  49  per  cent  sharehold- 
ing, and  management  and  sales  contracts  which  allow  him  considerable  leverage 
and  the  means  to  guard  against  the  disruption  of  global  operations.  The  fact  re- 
mains that  Africa  is  extremely  short  of  management  and  technical  skills  and  will 
inevitably  rely  on  foreign  expertise  to  develop  its  resources.  Companies  have  begun 
to  recognize  the  advantages  of  working  close  to  government ;  it  is  often  the  largest 
customer  in  the  economy,  and  not  only  will  it  shoulder  some  of  the  risk  of 
an  enterprise,  but  it  will  also  be  less  inclined  to  put  other  obstacles  in  its  way. 
As  some  countries  (for  example,  Italy)  and  companies  (for  example,  Shell  and 
perhaps  Lonrho)  have  proved,  the  advantage  lies  with  those  that  are  prepared  to 
be  flexible. 

SANCTIONS    AND    THE   FUTURE 

Both  sections  of  this  article  have  led  to  the  same  conclusions ;  there  is  no 
economic  case  for  the  removal  of  sanctions  in  advance  of  a  settlement  that  is  ac- 
ceptable to  African  opinion.  At  first  sight  the  maintenance  of  sanctions  appears 
an  unattractive  option,  but  to  lift  them  would  produce  few  gains.  British  com- 
panies would  regain  contact  with  their  subsidiaries,  but  this  is  unlikely  to  affect 
overall  profitability,  and  the  trade  links  lost  to  the  sanctions-breakers  will  be 
hard  to  re-establish.  Besides,  Rhodesia's  elaborate  system  of  capital  and  trade  con- 
trols could  not  be  dismantled  overnight.  Rapid  trade  liberalization  would  damage 
the  manufacturing  sector  and  allow  the  excess  liquidity  in  the  economy  to  spill 
over  into  inflation.  The  country  has  a  considerable  outstanding  debt  commitment — 
estimated  at  R$221m.,  plus  R.$99m.  interest  and  debt  arrears  * — to  which  must  be 
added  the  profits  of  U.K.  firms  waiting  to  be  remitted.  Rhodesian  funds  in 
London  are  less  than  a  tenth  of  this  sum. 

On  the  other  hand,  a  solution  as  a  "sellout"'  by  black  Africa  would  inevitably 
have  harmful  consequences.  The  goodwill  generated  l»y  the  Pearce  Report  and  the 
Government's  careful  overtures  to  Nigeria  would  be  thrown  away.  It  is  impossilde 
to  cost  the  resulting  retaliation,  but  British  investors  are  v^ell  aware  of  the  pos- 
sibilities. There  may  be  some  nationalization,  although  inroads  have  already  been 


=  Particulnrlr   in   rio-w   of   tlio   likply   falls   in    tho   ratp   of  profit   in    South   Africa   as  a 
re.^ult  of  nnlitieal  and  eronomic  pressure  for  improvement  of  labour  conditions. 

*  Colin  Legum,  Africa  Contemporary  Record,  1971-2  (London  :  Rex  Collins,  1972),  p.  4.35. 
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nuidc  into  British  capital  by  the  more  radical  governments  and  dependence 
on  foreign  skills  and  technology  is  likely  to  remain.  More  important  perhaps  will 
be  the  effect  on  new  investment  and  trade.  As  a  member  of  the  EEC,  Britain 
is  now  in  a  good  position  to  establish  an  economic  presence  in  the  Associate 
^>tates.  Crucial  contracts  could  be  denied  to  her  at  little  cost  to  the  country 
to)!cerned.  Trade  flows  could  be  diverted,  particularly  when  governments  are  a 
major  buyer.  The  .stake  in  Rhodesia  is  simply  not  worth  a  loss  of  this  order,  and 
there  would  be  no  compensating  gains  elsewhere  south  of  Zambezi.  Britain 
cannot  afford  to  be  squeezed  out  of  profitable  new  markets,  and  competition  from 
((intinental  Europe,  the  U.S.,  and  Japan  is  severe  enough  without  additional 
constraints.  This  position  is  not  inconsistent  witli  the  maintenance  of  close  links 
with  South  Africa.  Angola,  and  Mozambicpie.  although  British  firms  there  must 
not  appear  to  be  helping  the  Rhodesian  regime  to  consolidate. 

The  political  wisdom  and  moral  propriety  of  the  argument  against  sanctions 
has  always  been  in  doul)t.  In  the  present  article  we  have  tried  to  strengthen 
the  new  realization  thtit  tliere  is  also  no  economic  case  for  their  removal.  Indeed, 
it  is  being  argued  in  some  circles  that  sanctions  should  be  reimposed  indefinitely. 
This  would  go  a  long  way  towards  establishing  Britain's  commitment  to  black 
Africa  and  to  avoiding  the  embarrassing  international  consequences  of  the  an- 
nual policy  debate.  Pressure  for  a  settlement  can  now  only  come  from  within 
Rhodesia  and  there  is  some  evidence  to  suggest  that  continuing  economic  and 
psychological  isolation  will  bring  a  political  change.  In  the  long  run,  Rhodesia 
will  be  recognized  for  the  small  country  she  is. 


[From  the  Congressional  Record,  Sept.  24,  19731 
U.S.   Saxctio>-s  Agai.ntst  Rhodesia 

Mr.  :McGf.e.  :\[r.  Tresident,  with  the  nations  of  the  world  becoming  so  inter- 
dependent, particularly  in  the  area  of  economics,  it  is  vitally  import  for  the 
T'nited  States  to  give  long-range  consi<lerati(m  to  its  foreign  policy  initiatives. 
Witliin  the  scope  of  this  concern,  one  of  our  first  prioriites  should  be  t(t  placing 
the   T'nired   States  back  into  compliance  with   U.X.  sanctions  against  Rliodesia. 

The  United  States,  as  the  world's  leading  industrial  nation,  is  facing  the 
problem  of  depletion  of  its  natural  resources  and  raw  materials.  We  are  fast 
becoming  reliant  upon  the  raw  materials  of  other  nations.  We  also  find  ourselves 
confronted  liy  the  growing  economic  giants  of  Jai)an  and  the  European  Eco- 
nomic Communiry.  both  of  which  present  major  comjietitive  forces  to  this  Nation 
in  the  development  of  new  export  markets.  Therefore,  our  foreigni  policy  must 
liegin  focusing  on  the  developing  nations  of  the  world  for  two  reasons  vital  to 
our  national  interests  and  our  survival  as  a  major  economic  power. 

First,  it  is  an  indisputable  fact  that  the  developing  nations  represent  a  natural 
resource  potential  of  unrealized  magnitude.  P"or  example,  in  the  last  5  years  the 
T'nited  Nations  development  program  surveys  have  uncovered  natural  resources 
valued  at  more  than  .$13  liillion.  most  of  which  are  to  be  found  in  the  developing 
world.  These  UNDP  surveys  have  just  scratched  the  surface  of  resource  explora- 
tion and  discovery. 

Second,  the  vitality  of  any  industrial  nation  deiiends  upon  both  the  access  to 
I'aw  materials  and  ever-expanding  export  markets.  I'resently.  we  face  serious 
challenges  from  both  AVestern  Europe  and  Japan  for  these  markets  as  both  eco- 
nomic giants  are  focusing  increasing  attention  on  the  developing  world. 

If  we  are  to  maintain  our  economic  viability,  then  we  are  going  to  have  an 
increasing  share  of  the  market  potential  in  these  areas  of  the  world.  For  example, 
we  must  tuni  to  the  developing  nations  of  Africa  and  Latin  America  as  a  source 
of  both  natural  resources  and  export  markets.  We  will  become  increasingly 
i-eliant  upon  these  areas  of  the  world  for  both.  This  means  we  will  also  have  to 
become  increasingly  sensitive  to  the  aspirations,  concerns,  and  needs  of  the 
developing  nations.  If  we  do  not.  we  will  be  confronted  with  potentially  dis- 
astrous problems.  If  we  continue  pursuing  narrow,  short-range  objectives  that 
seem  attractive  at  first  glance,  then  it  will  be  the  United  States  who  will  pay  the 
pi'ir-e  in  the  Ions:  run  for  these  shortsighted  policies. 

The  developing  nations,  imless  we  become  increasingly  sensitive  to  their 
concerns,  have  the  potential  to  : 

Deny  us  supplies  of  crucial  raw  materials,  or  divert  them  to  our  competitors, 
or  gouge  us  on  the  prices  they  charge  for  their  natural  resources.  Presenlly  such 
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leverage  exists  on  natural  resources  such  as  oil,  iron,  copper,  tin,  bauxite,  man- 
ganese, and  many  other  raw  materials. 

Coiitiscate  or  restrict  U.S.  investments.  These  investments  in  the  developing 
world  liave  reached  more  than  $15  billion,  exclusive  of  oil.  This  is  wurtli  mure 
than  ^1  billion  a  year  to  our  balance  of  payments. 

These  are  but  two  examples  of  what  could  happen  to  us  unless  we  demonstrate 
a  more  enlisrhtened  foreign  policy.  Here  again,  we  are  confronted  with  the  issue 
of  continued  U.S.  violation  of  L'.X.  sanctions  against  Rhode.sia. 

At  present  more  than  30  percent  of  our  exports  go  to  the  developing  nations. 
In  Africa  and  Latin  America  we  enjoy  favorable  trade  balances  that  cannot  be 
found  anywhere  else  in  the  world.  Yet,  our  violation  of  the  sanction.s  has  be- 
come an  increasingly  controversial  focus  of  concern  in  Africa.  The  two  African 
nati(ms  which  have  become  increasingly  aggressive  on  tlils  issue  are  Nigeria  and 
Kenya — where  the  bulk  of  U..S.  investments  in  the  black  African  nations  are 
hicated.  What  is  particularly  significant  about  tliese  develoi)ments  is  tiiat  Nigeria 
has  now  passed  Venezuela  as  a  major  petroleum  supplier  to  the  L'nited  States. 
We  should  not  lose  sight  of  the  significance  of  this  factor  as  the  pre.sent  energy 
crisis  in  the  United  States  should  serve  as  a  daily  reminder  of  our  need  to  main- 
tain access  to  all  sources  of  pel  roleum. 

Therefore,  we  are  confronted  with  the  following  dilemma — whether  the  United 
States  can  continue  pursuing  a  policy  forced  upon  us  by  a  handful  of  Amerii-an 
corporations,  wbich  have  put  forth  dubious  and  oftentimes  mi.sleading  arguments 
for  onr  continued  violation  of  sanctions  against  Rhodesia,  at  the  potential  expense 
<  f  denying  us  access  to  such  raw  materials  as  oil.  iron,  bauxite,  copper,  man- 
ganese, and  others.  I  wotild  liope  that  the  Congress  would  not  again  become  a 
party  to  this  potentially  disastrous  policy. 

What  is  the  resource  potential  of  black  Africa?  My  source  of  information  is 
the  U.S.  Department  of  Commerce  and  its  year-end  report  for  1972  entitled  "Over- 
sea<!  Business  Reports."' 

The  United  States  presently  commands  about  10  percent  of  the  exiiort  markets 
in  Africa,  with  tbe  European  Economic  Community  and  .Japan  representing  our 
major  competitors.  It  is  apparent  the  U.S.  economic  bealth  is  contingent  niton 
an  expansion  of  these  markets.  At  the  end  of  1970.  we  had  more  than  $3.5  billion 
ill  direct  U.S.  private  investment  in  Africa.  It  is  apparent  that  our  foreign  policy 
initiatives  in  Africa  should  l»e  sensitive  to  the  concerns  of  these  nations  in  order 
to  protect  this  investment.  All  we  have  to  do  is  look  at  what  has  happened  in 
Latin  America  and  the  iirice  we  have  paid  there  for  insensitivity. 

Now.  let  us  take  a  look  at  what  individual  black  African  nations  can  offer 
the  United  States  in  the  way  of  potential  raw  materials. 

XIGEKIA 

Minerals  represent  the  most  rapid  groAvth  sector  in  Nigeria,  with  oil  the 
leading  natural  resource.  Nigeria  has  large  deposits  of  tin.  coal,  marble,  and 
limestone.  They  also  posse.ss  large  natural  gas  reserves.  The  United  States  in- 
vestment in  Nigeria  is  several  hundred  million  dollars  which  is  that  nation's 
second  largest  source  of  foreign  investment. 

KE>'YA 

Direct  United  States  investment  is  primarily  in  food  processing,  petroleimi, 
pharmaceuticals,  chemicals,  and  tire  production. 

BOTSWAXA 

Substantial  known  reserves  of  copper,  nickel,  diamonds,  and  coal.  Also  small 
deposits  of  gold.  iron,  soda,  ash.  salt,  and  asbestos.  Mining  industry  has  great 
potential.  American  investment  interest  is  growing.  The  United  States  has  a 
minim-al  portion  of  Botsvwana's  import  market. 

BURUNDI 

United  States  has  4  percent  of  Burundi's  import  market.  Our  private  invest- 
ment is  IBM.  Texaco,  and  Mobile,  doing  mainly  retail  business.  UNDP  survey 
has  identified  copper,  diamonds,  and  calcareous  soils,  with  mineral  production 
primarily  in  tungsten,  cassiterite.  gold,  and  tantalite. 
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CAMEROON 

The  United  States  has  6  percent  of  Cameroon's  import  market.  Has  impor- 
tant bauxite  reserves.  Oil,  natural  gas,  copper  prospecting  continuing.  Limited 
c-assiterite,  limestone,  uranium,  barium,  lead,  zinc,  and  silver. 

CENTRAL    AFRICAN    REPUBLIC 

United  States  has  6  percent  of  the  Import  market.  Mineral  resources  include 
diamonds,  uranium,  iron  ore,  manganese,  cassiterite,  zinc,  copper,  gold,  cobalt, 
platinum,  and  tin. 

CHAD 

United  States  has  4  percent  of  Chad's  import  market.  United  States  private  in- 
vestment is  primarily  in  banking,  petroleum  exploration,  and  tourism.  Mineral 
exploration  continuing  with  discoveries  of  oil  shale  and  tungsten. 

CONGO    (BRAZZAVILLK) 

United  States  has  6  percent  of  import  market.  United  States  private  Investment 
limited  to  manganese  ore  transport  and  storage.  Production  of  petroleum  from 
new  wells  was  expected  to  reach  500.000  metric  tons  in  1972.  High  quality  potash 
production.  Estimated  billion-ton  high-grade  iron  ore  reserves.  Limited,  but 
increasing  gold,  tin,  copper,  lead,  and  a  zinc  production. 

DAHOMEY 

United  States  has  6-percent  share  of  import  market.  United  States  private  in- 
vestment primarily  in  petroleum  exploration  and  distribution  of  i^etroleum 
products. 

ETHIOPIA 

United  States  has  S.5  percent  of  import  market.  Substantial  United  States 
private  Investment  in  petroleum  exploration  and  phosphate  extraction.  Large 
potash  reserves  with  exploration  for  petroleum  and  other  minerals  underway. 

LIBERIA 

United  States  has  30.9  percent  of  import  market.  United  States  private  in- 
vestment is  estimated  to  be  $201  million,  mainly  in  iron  ore  and  rubber.  World's 
10th  largest  source  of  iron  ore  with  24.G-million  metric  tons  produced  in  1970. 
(i rowing  importance  of  diamonds.  Largely  unexploited  reserves  of  barite, 
kyauite,  gold,  and  other  minerials. 

MALAGASAY   REPUBLIC 

United  States  has  4.9  percent  of  import  market.  Some  United  States  invest- 
ment in  petroleum  exploration  and  refining.  Minerals  include  graphite,  mica, 
chromite,  and  urano-thorianite  all  of  which  are  mined  and  exported. 

MALAWI 

United  States  has  5.4  percent  of  import  market.  Known  deposits  of  bauxite 
and  coal. 

MALI 

United  States  has  1  percent  of  import  market.  Traces  of  bauxite,  petroleum, 
uranium,  iron  ore,  gold,  copper,  manganese,  and  phosphates  with  surveys 
continuing. 

]\IAURITANIA 

United  States  has  11  percent  of  import  market.  United  States  private  invest- 
jnent  is  in  petroleum  exploration  and  banking.  I'roducing  high  grade  iron  ore 
and  copper.  Deposits  of  gypsum,  phosphates,  and  diamonds  with  exploration  for 
petroleum  underAvay. 

NIGER 

United  States  has  7  percent  of  import  market.  American  private  investment  in 
banking,  mineral  exploration  and  petroleum  distribution,  ilinerals  include  tin 
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(ire.  gypsum,  limestone — 1,500-ton  capacity  expected  for  1975  for  uranium  con- 
centrate. Iron  ore  reserves  of  about  oOO-niiilion  tons  with  traces  of  coal, 
manganese,  lithium,  and  molybdenum. 

RWANDA 

United  States  has  7  percent  of  the  import  market.  Mineral  production  in  tin 
oxide,  tungsten  ore.  Columbo-tantalite,  ambylgonite,  and  beryl  are  also  mined. 

SENEGAL 

United  States  has  6  percent  of  import  market.  United  States  private  invest- 
ment includes  distribution  facilities  of  three  petroleum  companies,  offshore 
petroleum  concession,  phosphate  extraction,  and  banking.  Calcium  phosphate 
production  of  1.4  million  metric  tons,  aluminum  phosphate  production  147,000 
metric  tons.  Limestone,  titanium,  and  salt  also  commercially  significant. 

SIERRA   LEONE 

United  States  has  8  percent  of  import  market.  United  States  private  invest- 
ment in  rutile  and  diamond  mining,  an  oil  i-efinery,  a  fishing  complex,  and  a  flour 
mill.  Minerals  include  diamonds,  iron  ore,  bauxite,  large  reserves  of  rutile — a 
titanium  ore. 

SOMALI   DEMOCRATIC   EEPT:^BLIC 

United  States  lias  negligible  share  of  import  market.  Deposits  of  uranium  are 
being  explored  with  commercial  production  confined  to  salt,  charcoal,  limestone, 
and  meerschaum. 

SUDAN 

United  States  has  negligible  share  of  import  market.  Small  scale  production 
of  iron  ore,  chromite,  manganese  ore,  slate,  gold,  and  gypsum. 

SWAZILAND 

Trade  with  United  States  is  minimal.  Mineral  production  in  1971  included  iron 
ore — 2.3  million  tons — chrysolite  asbestos — 38,000  tons — and  coal — 151,000  tons. 

TAN  ZANIA 

United  States  has  4.3  percent  of  import  market.  Diamonds  are  most  important 
of  minerals  being  exploited.  Production  of  salt,  mica  sheets,  gem  stones,  and  tin 
concentrates  increasing.  Known  deposits  of  coal  and  iron  which  are  unexploited. 

TOGO 

High-grade  phosphate  production  of  1.5  million  tons  in  1970  with  estimated 
reserves  of  over  100  million  tons. 

UGANDA 

United  States  has  7.1  percent  of  import  market.  INIineral  re.serves  are  prin- 
cipally copper,  tin,  gold,  phosphates,  and  salt. 

UPPER   VOLTA 

United  States  has  5  percent  of  import  market.  Large  deposits  of  high-grade 
manganese.  Traces  of  limestone,  phosphate,  iron  ore,  copper,  vanadium,  molyb- 
denum, zinc,  bauxite,  lead,  tin,  graphite,  nickel/chrome,  and  gold. 

ZAIRE 

World's  largest  producer  of  industrial  diamonds  and  fifth  largest  producer  of 
copper.  Otlier  important  minerals  include  gold,  tin  oxide,  manganese,  zinc.  Oil  was 
recently  discovered  oft'shore. 

ZAMBIA 

United  States  h.Ts  10.2  percent  of  import  market.  United  States  private  invest- 
ment princinally  in  copper  mining.  A  ranking  world  producer  of  copper  with 
an  output  of  633.4  million  tons  in  1071.  Extensive  copper  reserves.  Cobalt,  lead, 
and  zinc  are  also  produced. 
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^VJuIe  this  is  a  brief  analysis  of  the  mineral  potential  of  many  of  the  blaelc 
African  nations,  I  thinic  it  is  a  very  vivid  portrait  of  wiiat  our  stakes  ai'e  in  these 
nations.  Cut  off  both  tlie  natural  resource  potential  and  export  marlcet  potential  of 
these  nations,  and  the  United  States  will  be  confronted  with  problems  detri- 
mental to  the  economic  well-being  of  our  Nation.  I  do  not  talve  this  situation 
liglitiy.  The  potential  is  tliere,  and  the  prospects  for  this  potential  to  bear  fruition 
increases  tlie  longer  we  continue  a  disastrous  and  ill-conceived  course  in  interna- 
rional  affairs  such  as  our  continued  violation  of  U.N.  sanctions  against  Rliodesia. 
We  must  take  corrective  action  and  we  must  take  it  now. 

1  would  warn  my  fellow  colleagues  that  we  must  nor  be  misled  by  the  some- 
\\hat  dubious,  and  at  best  marginal,  benefits  which  accrue  to  a  limited  sector  of 
i>ur  economy  because  of  our  continued  violation  of  the  sanctions.  What  we  have 
i\(,ne  is  to  take  a  very  limited  and  sliort-range  \ievv  of  our  policy  toward  Africa 
viith  the  continued  violation  of  the  sanctions. 

I  believe  we  stand  on  the  brink  of  an  important  economic  relationship  with  the 
black  African  nations,  from  the  standpoint  of  both  market  potential  and  access 
to  raw  materials.  However,  this  is  not  a  one-way  street.  In  order  for  us  to  realize 
the  full  benefits  of  this  putential  relationship,  we  are  going  to  have  to  begin 
exercising  a  more  sensitive  foreign  policy  in  that  i)art  of  the  world.  A  signiflcant 
step  in  that  direction  would  be  for  the  Congress  to  pass  S.  1808. 

"We  have  heard  statements  from  many  quarters  in  Congress  warning  that  the 
time  is  long  overdue  for  the  legislative  branch  of  our  Government  to  play  an  in- 
.strumental  role  in  foreign  policymaking.  However,  rhetoric  is  ea.^^y  to  come  by. 
The  real  issue  is  whether  the  Congress  can,  or  will,  exercise  a  responsible  role 
in  the  area  of  foreign  policymaking.  The  onus  is  on  tlie  back  of  the  Congress 
and  legislative  efforts  to  place  tliis  Nation  back  in  compliance  with  U.N.  sanc- 
tions against  Rhodesia  represent  a  test  as  to  whether  we  can  indeed  act 
responsDdy  and  with  enlightenmenr.  After  all,  it  v»as  Congress  which  placed  the 
United  States  in  this  untenable  position. 


[From  the  Congressional  Record,  Oct.  2,  197.3] 
Rhodesia  and  Access  to  Export  Markets  in  Blaciv  Africa 

Mr.  McGee.  Mr.  President,  on  September  24  in  a  statement  printed  in  the 
Record,  I  warned  of  the  consequences  of  a  U..S.  foreign  policy  which  continued 
to  ignore  tlie  concerns  of  nations  making  up  what  is  commonly  referred  to  as 
the  developing  world. 

In  this  connection,  I  noted  the  United  States  could  avert  possible  disastrous 
economic  consequences  in  Africa  if  the  Senate  passed  legislation  (S.  1868)  which 
\\ou!d  place  us  back  into  compliance  with  U.N.  sanctions  against  Southern 
Rhodesia. 

In  light  of  the  continued  depletion  of  our  own  natural  resources  and  the 
international  economic  difficulties  we  have  encountered  in  recent  years,  I  wanted 
it  would  ill-behoove  the  United  States  to  continue  with  i)olicies  which  would 
tleny  us  access  to  the  natural  resotirces  of  the  black  African  nations  and  the 
export  markets  of  these  nations.  I  would  urge  my  colleagues  not  to  take  this 
possibility  lightly,  because  it  is  indeed  closer  to  frtiition  than  we  realize. 

I  also  noted,  in  my  September  14  statement,  that  a  handftil  of  corporations 
in  this  Nation  are  once  again  deluging  the  Congress  with  misrepresentations  and 
<listortions  of  fact  in  order  to  maintain  access  to  Rhodesia's  ferrochromium 
production.  I  noted  these  corporations  would  willingly  sacrifice  our  own  domestic 
ferrochromium  industry  in  order  to  satisfy  their  own  ends  at  the  expense  of 
the  broader  national  interest. 

While  I  listed  a  wide  range  of  natural  resources  to  be  fottnd  in  the  black 
African  nations  which  are  vital  to  the  coutintted  economic  viability  of  ottr 
Nation — in  the  Septeitiber  24  statement- — today  I  will  briefly  outline  the  facets 
of  U.S.  industry  which  would  adversely  be  affected  should  export  markets  in 
blnek  Africa  be  closed  to  otir  prodttcts. 

Presently,  our  export  markets  in  black  Africa  cut  across  a  wide  swath  of  our 
industrial  productivity.  We  export  everything  from  tractors,  spare  parts,  air- 
craft, motor  vehicles,  and  locomotives,  to  medicines,  textiles,  pharmacettticals, 
and  insecticides.  Practically  every  prodttctive  sector  of  our  economy  has  a 
market  in  Africa.  Yet  the  special  interests,  which  would  have  us  continue 
violation  of  economic  sanctions  ngainst  Rhodesia,  woukl  be  willing  to  sacrifice 
all  this  in  order  to  realize  a  marginal  economic  benefit  of  their  own. 
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In  listing  tlie  export  market  profile  of  Africa,  once  again  my  source  is  the 
U.S.  Department  of  Commerce  year-end  report  for  1972,  entitled  '"Overseas 
Business  Reports."  I  will  list  several  black  African  nations  and  the  principal 
U.S.  exports  to  to  those  nations. 

List  of  U.S.  Exports  to  Black  African  Nations 

Cameroon — Tractors :  excavating,  leveling,  mining,  construction  and  main- 
tenance equipment ;  and  other  transportation  manufacturers. 

Central  African  Republic — Machinery,  automotive  and  transport  equipment. 
Chad — Machinery,  fuels  and  lubricants. 

Congo  (Brazzaville) — Machinery,  electrical  equipment,  vehicles  and  vehicle 
parts. 

Ethiopia — Aircraft  parts,  non-road  tractors,  cultivating  and  harvesting  ma- 
chinery, construction  machinery  and  equipment,  electrical  machinery  and  equip- 
ment. 

Gabon — Tractors,  construction  and  mining  machinery  and  parts ;  iron  and 
steel  tubes  and  pipes. 

Ghana — Alumina,  raw  cotton,  grey  cloth,  construction  and  mining  machinery ; 
mechanical  handling  equipment,  tractors,  air-conditioning  equipment. 

Guinea — Transportation  equipment. 

Ivory  Coast — Tractors,  kraft  paper,  mechanical  handling  equipment;  con.struc- 
tion  e(iuipment,  and  air  conditioning. 

Kenya — Air  craft,  construction  machinery,  other  transport  equipment ;  paper 
and  paper  board ;  chemical  products  and  agricultural  tractors. 

Liberia — Construction  and  mining  machinery,  road  motor  vehicles. 

Malagasy  Republic — Aircraft,  iron  and  steel  structures,  tractors,  and  petro- 
leum products. 

Malawi — Motor  vehicles,  tractors  and  parts,  medicines,  pharmaceuticals,  cloth- 
ing and  textiles,  insecticides. 

Mali — Pharmaceuticals,  vehicles  and  vehicle  parts. 

Mauritania — Consrruction  and  mining  maehinory  and  parts ;  motor  vehicles 
and  parts  :  power  tools. 

Niger — Road  maintenance,  construction,  agricultural  machinery,  vehicles  and 
parts. 

Nigera — Heavy  machinery,  iron  and  steel  tubes,  pipes,  fittings,  transport 
equipment. 

Sierra  Leone — Machinery  and  transport  equipment  and  parts :  cereals,  vege- 
table oils. 

Somali  Democratic  Republic — Rice,  building  materials,  construction  and  mining 
machinery,  and  agricultural  tractors. 

Sudan — Transport  equipment,  agricultural  machinery  and  equipment : 
insecticides. 

Tanzania — Corn,  dairy  iiroducts.  transport  equipment,  construction  and  mining 
equipment,  and  agricultural  tractors. 

Togo — Ma  chinery.  tobacco. 

Uganda — Transport  e<:ii!pnient  (railway  cars,  aircraft),  construction  and 
mining  machinery,  tractors. 

Zaire — Aircraft,  construction  and  mining  machinery,  wheat  flour,  passenger 
cars  and  trucks,  mechanical  handling  equipment,  engines  and  tobacco. 

Zambia — Transport  ecir.ipment  (railway  bx-omotives  and  automobiles),  con- 
struction and  mining  equipment,  and  mechanical  handling  equipment. 

We  are  deluding  ourselves  if  we  believe  that  these  markets  would  never  be 
denied  to  us.  The  world  is  much  different  from  25  or  SO  years  ago.  In  recent  years. 
we  have  had  our  economic  supremacy  challenged  by  the  European  Economic 
''ommunity  to  the  west  and  Japan  to  the  east.  The  developing  nations  now 
liave  alternatives  open  to  them  which  they  never  have  had  before.  Tiius.  the 
United  States  can  no  longer  afford  to  ignore  the  concerns  of  the  developing 
world.  If  we  continue  to  do  so,  we  will  be  the  ones  paying  the  price  in  the  end. 

One  final  thought.  Rhodesia's  population  is  9.T  percent  black.  INIajority  rule 
will  come,  whether  it  is  accomplished  peacefully  or  liy  force.  We  can  assist  in 
seeking  a  peaceful  settlement  if  we  return  to  compliance  with  the  U.N.  sane- 
tion.s.  On  the  other  hand,  it  would  behoove  Union  Carbide  and  the  stainless 
steel  industries  to  give  considerable  thought  to  what  would  happen  to  their 
access  to  Rhodesian  chrome  and  ferrochrome  wben  majority  rule  does  come. 
Since  these  companies  are  principally  responsible  for  our  violation  of  the  sane- 
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tions,  one  oouid  hardly  expect  a  new  government  to  be  very  sympathetic  to 
the  ferrochroiiiium  needs  of  tlie  stainless  steel  industries  or  Union  Carbide's 
chromium  holdin;^  and  ferrochromium  processing  i>lants  iu  Rhodesia.  It  would 
1)0  in  the  lontr-range  interest  of  both  to  support  U.S.  compliance  with  U.X.  sanc- 
tions against  Rliode.sia  if  they  believe  our  long-term  interests  are  tied  to  chrome 
in  that  nation. 


StATE:.[EXT    of    IIoX.    Sa:^!    StKIGF.R.    a    KKniriENT-MlNE    IX    COXGKESS 

Frox    Till:  State  or  Aiuzoxa 

Mr.  Chairman  and  members  of  the  SnlK-onimittee.  I  want  to  thank  each  of  you 
for  allowins:  me  to  present  this  statement  dealing  with  the  importing  of  chrome. 

At  the  outset.  I  wish  to  state  that  I  am  opposed  to  H.R.  1237.  which  would 
repeal  the  Byrd  amendment,  which  in  turn  would  have  the  effect  of  reestablishing 
the  I'X  embarao  against  importation  of  Rhodesian  chrome  by  the  Unlteti  States. 

Certain  basic  propositions  regarding  chrome  and  its  import  by  us  should  be 
briefly  examinetl : 

1.  Importing  chrome  from  Rhodesia  is  legal  under  the  law  of  the  T'nited  States. 
In  llXiO  the  I'X  imposeii  an  embargo  on  Rhixiesian  products.  This  sanctioning 

action  was  justilied  on  the  grounds  that  Rhodesia  compri.-;ed  a  "threat  to  inter- 
national peace  and  semuit.v."  Articles  30  and  41  of  the  UN  Charter  made  this 
the  sole  cause  for  imposing  sanctions,  and  since  Rhodesia  cannot  be  said  by  any 
stretch  of  the  imagination  to  pose  a  threat  to  world  peace,  this  illeg-al  action 
must  be  considered  entirely  political.  Furthermore.  President  Johnson  imposed 
this  embargo  unilaterally  without  any  consultation  with  Congress.  Had  he  done 
so.  Congress  would  have  debated  the  matter  in  great  detail.  It  has  been  argued 
that  the  UN  Charter  has  the  same  standing  in  American  jurisprudence  as  an 
American  law  and  should  be  followed— ipso  facto — tlie  U.S.  has  to  impose  sanc- 
tions on  Rhodesia  in  accordance  with  UX  action. 

To  show  its  independence  Congress  passed  the  Byrd  amendment  to  the  Stra- 
tegic and  Critical  .Material  Stockpiling  .Vet — an  amendment  which  provided  that 
there  could  be  no  ban  on  the  importation  of  a  strategic  material  fr»>m  a  free 
world  country  if  tlie  same  commodity  is  imported  from  a  Communist  coimtry. 
This  amendment  has  been  tested  in  the  courts : 

(a^  On  June  10.  1072  tlie  U.S.  District  Court  for  the  District  of  Columbia 
reje<.^ted  the  proposition  that  the  U.S.  had  surrendered  its  sovereignty  to  the  UX 
in  this  regard : 

(b)  On  October  31,  1972  the  U.S.  Circuit  Court  of  .Vpi^als  for  the  District  of 
Columbia  soundly  rejected  the  same  proposition ; 

(c)  On  April  16.  1973  the  U.S.  Supreme  Court  upheld  the  decision  of  the  lower 
District  Court. 

Until  Congi-ess  itself  abrogates  the  Byrd  amendment,  as  envisioned  under 
H.R.  12S7.  tiie  importation  of  chrome  from  Rhodesia  can  continue.  Should  we 
stop?  I  say  no. 

2.  Chrome  is  essential  to  otir  national  security. 

Every  ton  of  stainless  steel  manufactured  here  requires  from  11  to  18  percent 
nierallurgical  grade  chrome  ore.  Stainless  steel  is  absolutely  essential  in  otir 
modern  day  indttstrial  production  ranging  from  chemical  production  to  food 
handling  etpiipment.  petroleum  refining,  power  generation,  pollution  controls, 
catalytic  converters,  nticlear  power  plants,  jet  engines  and  aerospace  eipiipment. 

We  hav^^  no  indigenous  chrome  soiuces  but  must  import  it  from  Russia.  South 
Africa.  Rhodesia.  Turkey,  riiilippines  and  Japan. 

Otir  consumption  needs  of  ferro-chrome  will  rise  to  750.0iX)  tons  per  year  by 
19S0.  Only  the  first  three  countries  mentioned  can  supply  su3icient  (uiantities 
to  satisfy  our  needs.  Shall  we  cut  out  our  largest  supplier  and  possibly  two.  and 
remain  dependent  on  Russia?  I  say  no. 

3.  Russia  is  taking  advantage  of  us. 

AVheJi  we  embargoed  Rhodesian  chrome  in  1066  Russian  chrome  jumped  from 
:^.v">  per  ton  to  $6S  per  ton.  but  sank  when  we  started  reiniix>rting  chrome  from 
Rhixlesia  regardless  of  the  boycott. 

"With  the  current  energy  crunv^h.  bauxite  cartel  and  possibly  others,  such  as 
for  copper,  we  are  in  for  trouble  in  raw  material  sources. 

Are  we  going  to  be  so  shortsighted  as  to  deliberately  cut  out  a  friendly  supply 
of  chrome  and  place  ourselves  at  the  mercy  of  Soviet  suppliers  and  the  inevitable 
rise  in  their  price?  1  sav  no. 

(113) 
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Mr.  Chairman,  I  urge  that  your  Subcommittee  vote  not  to  report  this  bill  to 
the  full  Committee.  It  is  up  to  this  Subcommittee  to  let  reason  prevail  and  insist 
on  independent  American  action.  We  must  not  let  the  UN  dictate  our  inter- 
national actions.  We  must  not  let  Russia  stand  in  the  vi^ings,  to  supply  or  not 
to  supply,  a  basic  strategic  mineral.  It  is  therefore  important  that  we  keep  tlie 
Byrd  amendment. 

Thank  you  very  much  Mr.  Chairman. 
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THE  RHODESIAN  SANCTIONS  BILL 


THURSDAY,  JUNE   19,   1975 

House  of  Representatives, 
Committee  on  Ini'ernational  Relations^ 
Subcommittee  on  International  Organizations, 

Washington^  D.C. 

The  subcommittee  met  at  2  :09  p.m.  in  room  2172,  Rayburn  House 
Office  Building,  Hon.  Donald  M.  Fraser  (chairman  of  the  subcom- 
mittee) presiding. 

Mr.  Fraser.  This  afternoon  the  subcommittee  meets  to  consider 
the  amendment  to  H.R.  1287,  a  bill  to  halt  the  importation  of  Rhode- 
sian  chrome  and  restore  the  United  States  to  full  compliance  with 
United  Nations  trade  sanctions  against  Southern  Rhodesia.  The 
amendment  requires,  as  a  condition  for  entry  into  the  United  States, 
that  imported  steel  mill  products  which  contain  chromium  be  accom- 
panied by  a  certificate  of  origin  stating  that  the  product  does  not 
contain  chromium  of  Rhodesian  origin.  The  amendment  also  specifies 
in^'estigatory  procedures  to  be  used  by  the  Secretary  of  the  Treasury 
when  he  is  not  satisfied  as  to  the  validity  of  the  certificate  of  origin. 
At  some  point  in  today's  proceeding,  the  subcommittee  will  hold  a 
markup  session  to  consider  a  change  in  the  investigatory  requirement. 

On  March  18,  1975.  the  subcommittee  voted  to  recommend  the  bill 
with  the  amendment  to  the  full  committee.  Subsequently  the  chairman 
of  the  Committee  on  International  Relations  requested  and  received 
written  comments  on  the  amendment  from  the  Departments  of  State, 
Treasury,  and  Commerce.  Without  objection,  the  executive  branch 
comments  will  be  placed  in  the  record  of  the  hearing.^ 

For  the  purpose  of  discussing  the  amendment  and  the  views  of  those 
three  agencies,  the  chairman  has  authorized  this  additional  subcommit- 
tee hearing  today,  at  the  request  of  some  members  of  the  committee. 

Our  witnesses  today  are  Mr.  Charles  A.  James,  Deputy  Assistant 
Secretary  for  African  Affairs,  Department  of  State ;  Hon.  JDavid  Mac- 
donald.  Assistant  Secretary  for  Enforcement,  Operations,  and  Tariff 
Affairs,  Department  of  the  Treasury ;  ]Mr.  Alan  P.  Polansky,  Deputy 
Assistant  Secretary  for  the  Bureau  of  Resources  and  Trade  Assistance, 
Department  of  Commerce,  and  Mr.  Richard  Knauer,  chief  chemist, 
Armco  Steel  in  Baltimore,  Md.  Mr.  Knauer  is  accompanied  by  Mr. 
Bill  Davison  a  metallurgist. 

Mr.  Knauer,  may  vre  begin  with  your  testimony,  please.  I  think  it  is 
the  understanding,  Mr.  Knauer,  that  we  will  hear  your  testimony  and 
ask  questions  before  proceeding  to  the  balance  of  the  testimony. 

1  See     appendix,  pp.  28.  29,  and  30. 

(1) 


STATEMENT  OF  RICHAUD  KNAUER,  CHIEF  CHEMIST, 
ARMCO  STEEL,  BALTIMORE,  MD. 

My.  Kxauer.  Good  afternoon,  Mr.  Chairman. 

My  name  is  Richard  Knaner,  I  am  supervisins;  chemist,  Armco 
Steel  Corp.,  Baltimore,  Md.  Accompanjdng  me  is  William  Davison, 
works  metallnrgist  at  our  Advanced  Materials  Division.  Armco  is  one 
of  the  country's  largest  producers  of  specialty  steel,  and  consequently 
one  of  the  biogest  consumers  of  ferrochrome.  I  have  been  with  Armco 
for  over  31  years,  all  that  time  in  the  chemical  field.  I  have  held  my 
present  position  for  the  past  10  years. 

Mr.  William  Davison  has  been  with  Armco  for  20  years  and  has  de- 
voted all  that  20  years  in  the  metallurgical  department. 

Armco,  as  part  of  the  specialty  steel  industry  would  be  seriously 
affected  by  the  legislation  pending  before  this  committee — a  bill  to 
reimpose  the  embargo  on  Rhodesian  chromium.  The  position  of  our 
industry — and  our  company  has  been  clear  for  several  years.  We  fully 
concur  with  the  recent  testimony  of  Mr.  E.  F.  Andrews,  vice  president, 
materials  and  services,  Allegheny  Ludlum  Industries  before  tliis 
committee. 

While  we  sympathize  with  the  purposes  of  the  so-called  Sheehan 
amendment — protection  of  American  jobs  from  unfair  import  compe- 
tition— in  its  present  form,  this  amendment  is  unenforceable  from  a 
technical  standpoint. 

Foreign  producers  would  be  required  to  certify  the  non-Rhodesian 
origin  of  chromium  contained  in  stainless  and  other  specialty  steels 
exported  to  the  United  States.  We  have  been  asked  by  the  committee 
to  describe  any  chemical  or  metallurgical  tests  by  which  the  country 
of  origin  of  such  chromium  could  be  determined. 

In  a  word,  there  are  no  such  tests. 

As  you  may  probably  know,  stainless  steels  consist  of  a  large  family 
of  grades  containing  12-  to  25-percent  chromium  and  up  to  20-percent 
nickel.  Some  grades  contain  one  or  more  of  the  following  elements: 
molybdenum,  copper,  titanium,  tungsten,  columbium,  tantalum,  alu- 
minum, and  vanadium.  All  our  steels  would  contain  carbon,  manga- 
nese, phosphorus,  and  sulfur. 

While  we  speak  with  authority  on  stainless  steels,  the  conclusions 
would  also  apply  with  modification  to  tool  steels  and  alloy  steels. 

The  question  to  be  resolved  is  whether  there  is  some  characteristics 
of  Rhodesian  ore,  and  products  made  from  it,  that  would  be  suffi- 
ciently different  from  other  ores  so  that  an  analysis  of  the  steel  or  fab- 
ricated part  would  indicate  the  presence  of  Rhodesian  ore  as  the  source 
of  chromium.  We  plan  to  show  that  it  is  not  feasible  to  make  such  a 
decision  on  any  product,  not  so  much  because  of  a  chemical  analysis 
limitation  as  a  similarity  of  ore  analyses  and  masking  of  any  signifi- 
cant differences  in  ores  by  other  raw  materials  in  making  stainless 
steels. 

RAAV  MATERIALS  FOR  MELTING  STAINLESS  STEEL 

Modern  economic  melting  of  stainless  steels  starts  with  a  computer 
calculation  of  a  raw  material  balance  from  approximately  30  raw  ma- 


terials,  with  known  chemical  analysis  of  pertinent  elements,  to  arrive 
at  the  aim  points.  Not  all  of  these  raw  materials  contain  chromium.  As 
prices  and  availability  of  raw  materials  change  the  mix  changes.  Dur- 
ing the  past  month  for  our  most  common  grade,  type  304  containing  18 
percent  chromium  and  8  percent  nickel,  we  have  used  such  diverse 
mixes  as  55  percent  of  our  chromium  from  ferrochromium  ~  to  85  per- 
cent of  chromium  from  scrap  metals.  A  typical  raw  material  mix  for 
two  heats  melted  in  May  and  June  1975,  is  shown  in  attachment  1  (see 
p.  5). 

We  presently  utilize  ferrochromium  from  up  to  four  suppliers  rep- 
resenting several  ore  sources.  The  material  from  various  suppliers  are 
generally  all  mixed  in  the  same  bin. 

Concerning  the  chemical  analysis  of  ferrochromium,  our  suppliers 
have  provided  us  with  an  elaborate  analysis  of  the  ferrochromium 
we  receive.  Attachment  2  (see  p.  5)  shows  the  analysis  from  two 
producers  of  ferrochromium,  one  Rhodesian.  the  other  a  blend  of 
predominately  Russian,  but  also  containing  South  African,  Philip- 
pine, and  Rhodesian  ores  of  varying  ratios.  Most  of  the  elements 
shown  are  not  routinely  analyzed  as  they  are  not  relevant  to  steel- 
making  nor  the  end  product  in  these  concentrations.  These  are  often 
referred  to  as  residuals.  Those  elements  from  attachment  2  which  are 
not  influenced  by  the  steel-melting  process,  are,  however,  changed  in 
concentration  in  two  ways:  First,  the  dilution  from  the  other  raw 
materials  alone  brings  their  concentrations  down  by  a  factor  at  least 
of  5  and  as  much  as  20.  Second,  and  most  significantly,  the  ultimate 
concentration  in  the  steel  is  influenced  by  the  presence  of  some  or  all 
of  these  elements  from  the  other  raw  materials. 

OTHER    RAW    MATERIALS 

(A)  Scrap.  During  the  fabrication  of  stainless  steels  into  end  prod- 
ucts tiiey  are  sometimes  brazed,  soldered,  or  welded  to  other  alloys. 
Brazing  and  soldering  compounds  contain  high  percentages  of  many 
of  these  residuals.  When  stainless  steel  scrap  is  purchased  in  rail  car 
quantities  it  contains  scrap  from  many  sources,  many  end  products 
and  much  to  our  chagrin  sometimes  nickel  base  alloys,  electrical  com- 
ponents, solders,  et  cetera,  all  of  which  are  high  in  the  residuals. 

(B)  Nickel  ores  frequently  contain  a  wide  spectrum  of  elements. 
Electrolytic  nickel  has  low  residual  levels  but  semirefined  nickel  pig 
and  nickel  oxide  sinter  contain  some  of  these  residuals.  Depending  on 
the  cost  of  raw  materials  nickel  pig  could  be  present  in  the  same  quan- 
tity as  ferrochromium.  Attachment  3  (see  p.  6)  shows  the  typical 
analysis  of  semifinished  nickel  raw  materials.  A  comparison  of  the 
residuals  in  ferrochromium  and  nickel  sources  not  influenced  by  the 
chemistry  of  melting  shows  the  following:  We  have  a  comparison 
of  chromium  analysis  compared  to  nickel  analysis,  12  elements  that 
would  be  compared. 

-  Chromium  otp  as  such  is  not  generally  used  directly  in  making  steel.  The  chromium 
ore  is  first  processed  to  "ferrochromium,"  a  crude  alloy  of  chromium,  iron,  carbon,  and 
many  lesser  elements. 


This  indicates  that  the  differences  in  residuals  in  two  sources  of 
ferrochromium  are  too  small  to  be  significant  and/or  at  least  equaled 
in  the  level  in  semifinished  nickel  products.  The  apparent  difference 
in  molybdenmn  is  far  overshadowed  by  that  contained  in  stainless 
scrap. 

(C)  Steel  scrap  with  little  (3  percent  Ni)  or  no  alloying  content 
tend  to  be  less  contaminated  with  residuals  than  stainless  scrap. 

(D)  Mill  scale  is  merely  oxidized  stainless  steel  generated  in  the 
steel  mill.  It  contains  all  the  residuals  normally  found  in  stainless 
steels. 

LEVEL  OF  RESIDUALS  IX  STAINLESS  STEELS 

We  do  not  analyze  for  all  the  elements  shown  in  the  ferrochromium 
typical  analysis  of  attachment  2.  Those  elements  not  intentionally  al- 
tered during  melting  that  we  do  routinely  analyze  along  with  typical 
ranges  for  these  elements  are  shown  in  attachment  4  (see  p.  6)  along 
with  the  typical  level  contained  in  ferrochromium  from  Rhodesian 
and  other  ores.  This  attachment  shows  the  influence  of  other  raw  ma- 
terials on  raising  the  final  level  of  copper,  cobalt,  and  molybdenum  and 
tin  above  that  of  either  ferrochromium  and  the  diluting  influence  on 
vanadium.  If  other  elements  had  been  analyzed  in  the  steel  and  raw 
materials,  no  doubt  a  similar  masking  effect  would  have  been  evident. 

As  far  as  attachment  5  (see  p.  6)  is  concerned.  I  would  like  to  point 
out  an  example  of  cobalt.  Cobalt's  range  in  the  two  ferrochromium  ores 
would  be  0.05  and  0.02  and  one  would  feel  that  that  would  be  very  con- 
sistent. If  we  came  to  a  problem  piece  of  steel  that  contained  0.04  co- 
balt, it  Avould  be  very  difficult  for  us  to  identify  that  as  Rhodesian  ore 
because  in  our  type  304  or  316  our  range  in  cobalt  ffoes  from  0.02  to 
0.26.  '  ■  ' 

As  far  as  the  vanadium  dilution  is  concerned,  the  two  ores  would  be 
very  similar,  0.14  and  0.12,  and  after  our  dilutions  with  other  raw  ma- 
terials our  vanadium  content  is  less  than  0.01.  It  goes  up  to  0.12. 

In  preparing  for  this  hearing  we  had  brief  discussions  with  tv/o 
producers  of  ferrochromium.  '\^^ien  asked  about  the  ability  to  differen- 
tiate the  ore  source  in  a  stainless  steel,  they  both  felt  it  could  not  be 
done  as  the  ores  are  very  close  in  analvsis  after  refining  to  ferro- 
chromium. The  ores  themselves  can  be  differentiated  chemically  but 
during  refining  these  differences  are  lost  due  to  blending  and  slagging. 

COXCLUSION 

Without  approaching  the  question  of  chemical  analysis  techniques 
or  capability,  it  is  our  conclusion  that  any  residual  element  in  Rho- 
desian ore  that  differs  in  concentration  from  that  in  another  ore  is  suf- 
ficiently masked  by  the  presence  of  the  same  element  in  the  steel  from 
other  raw  materials.  We  do  not  think  it  would  be  possible  to  i^rove  to 
some  court  or  agency  that  a  certain  element  in  a  stainless  steel  had  its 
origin  in  Rhodesian  ore. 

Chemical  analysis  methods  are  available  or  could  be  set  up  to  ana- 
lyze for  elements  at  extremely  low  concentrations  but  the  question  of 
origin  of  that  element  is  still  clouded  by  the  entire  raw  material  mix 
for  any  given  heat. 


We  feel  the  same  principles  Avoiild  apply  to  tool  steels  and  alloy 
steels.  Both  have  lower  levels  of  chromium  but  similar  raw  materials. 

A  chromium  plated  product  would  be  even  more  difficult  to  detect 
due  to  the  high  purity  of  the  electrolytic  process. 

Thank  you,  "Sir.  Chaii-man. 

[The  attachments  referred  to  follow  :] 

ATTACHMENT  1— TYPICAL  RAW  MATERIALS  FOR  TYPE  304  STAINLESS  STEELS 


Material 


Percent  of 
total 


Melted  May  1975  (55  percent  of  chromium  from  ferrochromium): 

3-percent  nickel  steel  scrap 18.0 

Type  304  (stainless  steel)  scrap 23.  5 

Mill  scale 6.0 

25-percent  chromium— 20  percent  nickel  (stainless  steel)  scrap 8.U 

12-percent  chromium  (stainless  steel)  scrap. 6.0 

16-percent  chromium— 2  percent  nickel  (stainless  steel)  scrap... 6.0 

99-perrent  nickel  scrap .  5 

40-percent  nickel  pig 10.0 

25-percent  nickel  pig _._ 4.4 

High-cat bnn  ferrochromium 17.6 

Melted  June  1975  (85  percent  of  chromium  from  scrap): 

3-percent  nickel  scrap 1.  4 

Type  304  scrap 83.3 

Mill  scale 6.0 

40-nickel  pig 4.8 

High-carbon  ferrochromium _ 4.4 


ATTACHMENT  2— TYPICAL  CHEMICAL  ANALYSIS  OF  FERROCHROMIUM  (A  SEMIREFINED  PRODUCT  FROM 

CHROMIUM  ORE  FOR  STEELMAKING) 

|ln  percent] 


Element 


Predominately 

Russian 

with  other 

sources 

Rhodesian 

blended 

Changes  during  melting  of  steel 

0.03 

0.03 

Readily  removed. 

<.01 

.02 

Do. 

5.7 

5.7 

Do. 

67.0 

67.0 

More  added  at  end. 

.05 

.02 

Not  changed.2 

.02 

.03 

Do. 

25.0 

25.0 

Greatly  changed  by  other  materials. 

.002 

.001 

Lowered. 

.21 

.27 

More  added. 

.01 

.003 

Not  changed. 

.32 

.27 

More  added  usually. 

.07 

.05 

Lowered. 

.019 

.015 

Not  changed. 

1.30 

2.00 

Readily  removed. 

.05 

.04 

Lowered. 

.001 

.001 

Not  changed. 

.04 

.03 

Readily  lowered 

.14 

.12 

Not  changed. 

.007 

.001 

Lowered. 

.009 

(?) 

Not  changed. 

.008 

(») 

Do. 

<.001 

(») 

Do. 

<.005 

0) 

More  added  in  some  grades. 

<.01 

(') 

Not  changed. 

<.01 

(») 

Do. 

.01 

(?) 

Do. 

Aluminum '... 

Calcium 

Carbon ' 

Chromium  i  .. 

Cobalt! 

Copper ' 

Iron 

Leadi... 

Manganese'... 
Molybdenum  '. 

Nickel" 

Oxygen 

Phosphorus '.. 

Silicon  ' 

Sulfur! 

Tin  i._ 

Titanium  ' 

Vanadium  i 

Zinc 

Arsenic.- 

Antimony 

Bismuth 

Boron  ' 

Columbium '.. 

Tantalum 

Tungsten  i 


'  These  elements  would  be  frequently  or  always  analyzed  when  melting  stainless  steels.  The  others  are  not  present  in 
sufficient  quantity  to  justify  the  cost  of  routine  analysis. 

2  Not  changed  means  it  is  not  affected  by  chemical  reactions.  Levels  will  change  during  melting  as  a  result  of  dilution  or 
additions  from  other  raw  materials. 

'  Not  determined. 
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ATTACHMENT  3.-TYPICAL  ANALYSIS  OF  RESIDUAL  ELEP/IFNTS  IN  SEMIFINISHED  NICKEL  RAW  MATERIALS  FROM 

2  SOURCES 


Element  Product  A  Product  B 


Calcium ..-. --- 0)  0-13 

Carbon. - -05                         (') 

Cobalt ---- - -82                    .75 

Copper - -09                    ■  " 

Le3fl                             .003                 .01 

Molvbdenum."r.".'.'.".".'.'.r_'"."r.--'-I'.'--- -----  '^■^^^. 

Phosphorus -015                      (■) 

Silicon -- - -03                    .20 

Sulfur . - -  .11                    .006 

Tin                               •          (•)                  -001 

Titanium ..._ _._ - (')                  -O^L 

Vanadium (')  <-0005 

Zinc                                                                                                                                  -  .01                    -0006 

Arsenjc:::::::::::::;:.:.- <-ooi         .01 

Antimony <-001  <-03 

Bismuth' .-.. - <-Oni  <.002 

Boron -.- (')  <-001 

Columbium . (')  <-0Q5 

Tantalum (0  <  M5 

Tungsten .._ <-001  <.005 


1  Not  determined. 

ATTACHMENT  4.— RANGE  OF  TYPICAL  ANALYSIS  OF  RESIDUAL  ELEMENTS  IN  STAINLESS  STEEL  BAR  COMPARED 
WITH  THE  SAME  ELEMENTS  FOUND  IN  FERROCHROMIUM 


Range  (low/high) 


Type  316 
Type  304      18  Cr,  12  Ni,  Ferrochromium 

Element  18  Cr,  8  Ni  3  Mo  (from  attachment  2) 


Aluminum           0.001/0.020  0.001/0.008  0.03  0.03 

Cobalt            .04/. 26  .02/    .26  .05  .02 

Columbium .01/. 02  <.01/    .02  <.01     

Copper                                   .10/. 57  .04/    .40  .02  .03 

Molybdenum... .04/. 45  (')  .01  .003 

Tin                                                  <.002/.022  .003/    .010  .001  .001 

Tungsten <.10/<.10  <.10/<.10  .01     

Vanadium .006/. 10  .03/    .08  .14  .12 

13  percent  added. 

ATTACHMENTS— CHART  DEPICTING  A  COMPARISON  OF  RESICUALS  IN   FERROCHROMIUM  AND  NICKEL  SOURCES 

NOT  INFLUENCED  BY  THE  CHEMISTRY  OF  MELTING 

Chromium  analysis  Nickel  analysis 

Element  (from  attachment  2)      (from  attachment  3) 

Cobalt                                    .             0,95—0.02               0.82  —  0.75 

Copper .02  — .03                .09—    .75 

Molybdenum .01  —  .003  — <.005 

Tin .001—  .001  —    .001 

Vanadium .14  —  .12     .... — <.0005 

Arsenic  ...'. .009— <.001—    .01 

Antimony .008— <.001— <.03 

Bismuth... <.001— <.001— <.002 

Boron... <.005— — <.0Ol 

Columbium <.0l  — — <.005 

Tantalum <.01  — — <.005 

Tungsten.. <.01  — <.001— <.005 

Mr.  Eraser.  Thank  you  very  mucli,  jSIr.  Knaiier,  for  you  succinct 
statement. 


You  indicate  that  j^ou  had  been  asked  whether  there  was  any  chemi- 
cal or  metalhirgic  test  of  which  the  origin  country  of  chrome  coulcl  be 
determined.  Could  you  tell  me  perhaps  who  on  the  committee  made  the 
request  ? 

^Ir.  KxAUER.  We  got  the  report  through  our  Washington  office  to 
report  here.  I  don't  know  the  exact  person  who  did  this. 
^Ir.  Fkaser.  Who  did  you  hear  it  from,  if  I  could  ask? 
]Mr.  KxAUER.  ]Mr.  Eod  McAlpin  from  Armco  Steel. 
^Ir.  Fraser.  Armco  Steel  in  Washington? 
!Mr,  KxAUER.  Yes,  our  Washington  office. 
Mr.  Eraser.  He  is  the  one  that  transmitted  the  inquiry  ? 
Mr.  KxAUER.  Yes. 

]Mr.  Fraser.  All  right.  Xow  do  you  know  Avhether  or  not  the  claim 
liad  been  asserted  by  anybody  that  such  a  technical  test  was  possible  ? 
Mr.  KxAE'ER.  No,  sir;  I  have  not  heard  that  there  was  a  test  possible. 
]Mr.  Fraser.  You  are  just  trying  to  find  out  whether  or  not  such  a 
test  is  feasible  from  a  technical  point  of  view  ? 
]Mr.  KxAUER.  I  beg  your  pardon  ? 

]Mr.  Fr.\ser.  Is  your  testimonj'  limited  to  whether  a  test  of  that  kind 
is  feasible  ? 

Mr.  KxAUER.  I  know  of  no  known  test  that  would  be  feasible  to  de- 
termine whether  the  chromium  in  a  stainless  product  had  its  origin 
from  Rhodesian  chrome  ore. 

]Mr.  Fr^vser.  And  as  you  understand  that  is  relevant  to  the  amend- 
ment the  committee  had  ? 
]Mr.  Knauer.  Yes,  sir. 

]\Ir.  Fraser.  Mr.  Knauer,  did  you  understand  that  even  without  the 
amendment  that  ferrochrome  was  subject  to  an  embargo? 
Mr.  KxAUER.  Yes. 
Mr.  Fraser.  The  underlined  loss  ? 
Mr.  Knauer.  Yes. 

Mr.  Fp^ser.  Is  there  a  test  that  will  detect  the  origin  of  the  chromium 
in  ferrochrome  that  is  imported  into  the  United  States? 

]Mr.  KxAUER.  Yes.  The  ferrochrome  people,  the  people  who  manu- 
facture ferrochrome  from  chrome  ore,  said  that  they  could  distinguish 
the  origin  of  the  chrome  from  Rhodesia  or  Russia  "in  the  ore.  After  it 
is  manufactured  there  is  no  test  that  could  be  made  to  determine  the 
origin  of  the  chrome. 

^Ir.  Fraser.  Let's  take  the  South  Africa  ferrochrome  plant.  They 
could  ascertain,  if  they  had  any  need  to,  where  the  chrome  ore  came 
from  by  test ;  right  ? 
Mr.  KxAUER.  Yes. 

Mr.  Fraser.  Xow  then  they  mix  that  chromium  into  the  process  and 
end  up  with  a  product  ferrochrome ;  right  ? 
Mr.  Kxauer.  Yes,  sir. 

^Ir.  Fraser.  Then  they  ship  it  into  the  United  States? 
Mv.  Kxatter.  Yes,  sir. 

Mr.  Fraser.  Now  at  the  point  of  entry  into  the  United  States,  is  it 
possible^ by  test  to  determine  where  the'chromium  originated? 
^Ir.  Knauer.  Not  when  it  is  in  the  ferrochrome  state. 
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Mr.  Fraser.  Now  without  the  amendment  that  the  committee  added, 
did  yon  understand  that  ferrochrome  would  be  embargoed  under  the 
nnderlying  bill  ? 

Mr.  Knauer.  Yes.  I  am  not  too  well  versed  in  that  end  of  it.  I  am 
here  primarily  for  the  technical  end  but  I  did  understand  that.  I  can- 
not expound  too  much  on  that. 

Mv.  Fraser.  Let's  say,  for  example,  that  we  were  to  pass  the  repeal 
of  the  Byrd  amendment  without  requiring  the  certificate  of  origin  on 
steel  mill  products.  Under  the  law  as  it  was  administered  by  the  execu- 
tive branch  tliey  would  then  seek  to  bar  both  chromium  ore  and  ferro- 
chrome having  a  Rhodesian  chrome  component. 

]Mr.  Knauer,  Yes,  sir. 

Mr.  Fraser.  What  you  are  saying  is  that  there  is  no  technical  test 
that  would  detect  the  source  of  the  chrome  ore. 

Mr.  Knauer.  It  is  a  test  for  chrominm  ore. 

Mr.  Fraser.  But  I  mean  once  it  is  in  the  ferrochrome  state. 

Mr.  Knauer.  Once  it  is  in  the  ferrochrome  state  there  is  no  test  that 
you  could  determine  the  origin  of  a  chrominm  ore. 

Mr.  Fraser.  So  whether  we  pass  this  amendment  to  the  repealer  or 
not.  one  would  still  be  confronted  with  the  same  technical  problem  ? 

Mr.  Knauer.  Yes. 

INIr.  Fraser.  So  the  addition  of  the  amendment  does  not  change  that 
problem,  it  simply  adds  to  the  list  of  products  for  which  there  is  no 
technical  test  ? 

Mv.  Knauer.  Yes. 

]\rr.  Fraser.  But  we  would  have  had  that  problem  without  the 
amendment  ? 

Mr.  Knauer.  Yes. 

Mr.  Fraser.  This  is  something  that  the  committee  has  always  under- 
stood. Nobody  has  made  the  claim  that  a  test  is  possible.  In  the  testi- 
mony we  have  had  over  the  past  3  or  4  years,  the  only  thing  we  under- 
stood that  conld  be  tested  was  the  chrome  ore  itself.  I  say  this  not  in 
derogation  because  you  are  just  doing  what  you  were  asked  to  do,  but 
so  far  as  I  know  there  was  never  any  claim  made  that  there  was  a 
technical  test  possible  so  I  have  no  difficulty  accepting  your  testimony. 

Mr.  Knauer.  I  appreciate  that. 

Mr.  Fraser.  It  is  consistent  with  what  we  had  always  nnderstood 
from  the  beginning. 

Thaiik  you  vei'y  much. 
IVIr.  Derwinski. 

Mr.  Derwinski.  Mr.  Knauer,  you  are  getting  off  light  as  witnesses 

T  take  it  basically  vou  are  here  to  tell  ns  in  vour  technical  capacity 
that  there  is  no  possible  way  that  the  test  could  be  administered  to  de- 
termine if  Rhodesian  chrome  would  be  coming  in  from  a  third  country 
source. 

Mr.  Knauer.  Yes. 

Mr.  Derwinski.  You  say  that  rather  flatly  without  fear  of  contra- 
diction. 

Mr.  Knauer.  Yes,  I  do. 
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]\rr.  Derwixski.  ]Mr.  Chairman,  as  von  knoAv,  as  the  one  who  voted 
against  the  amendment,  I  have  been  saddened  by  the  added  confusion 
to  this  issue  that  the  amendment  has  caused.  I  find  that  what  we  really 
are  doing  this  afternoon  is  retracing  our  steps,  and  I  say  this  with 
mixed  feelings  since  I  think  every  clay  we  have  been  able  to  delay 
movement  on  this  matter  has  been  in  the  interest  of  the  United  States. 
At  the  same  time  having  voted  against  the  amendment  which  contrib- 
uted to  the  delay,  my  conscience  is  clear. 

However,  Mv.  Kiiauer,  do  I  understand  correctly  that  this  question 
of  detecting  chromium  suggests  it  is  really  iust  not  all  that  technically 
possible?  Regardless  of  how  we  approach  it,  there  is  no  possible  way 
that  we  could  be  able  to  determine  that  chromium  is  Soviet.  Turkish, 
South  African,  Finnish,  et  cetera  ? 

]Mr.  KxAUER.  Xo,  sir. 

Mr.  Derwinski.  Thank  you. 

I  have  no  other  questions.  Mr.  Chairman. 

]Mr.  Fraser.  You  mean  f  errochrome  as  well  as  chrome  ore  ? 

!Mr.  Knauer.  Or  in  the  finished  product.  You  can't  tell  the  differ- 
ence. Before  it  is  converted  into  ferrochromium,  you  can  identify  the 
origin  of  the  chrome  ore. 

]Mr.  Derwixski.  How  closely  ? 

Mr.  KxAUER.  The  producers  of  ferrochrome  say  that  there  is  a  posi- 
tive identification. 

Mr.  Derwix'ski.  That  is  because  of  the  variance  in  the  type  of  ore 
mined  in  various  areas? 

Mr.  Knauer.  They  claim  the  ratio  of  chrome  to  iron. 

Mr.  Derwixski.  The  identifying  characteristics  of  it. 

I  have  no  further  questions  of  Mr.  Knauer. 

]Mr.  Fraser.  Just  one  other  point,  Mr.  Knauer,  so  perhaps  we  can  put 
this  all  into  context.  Were  you  aware  of  the  fact  that  there  was  an  em- 
bargo on  Cuban  nickel  ? 

Mr.  KxAUER.  Xo,  sir. 

Mr.  Fraser.  Were  you  aware  of  the  fact  that  the  Treasury  Depart- 
ment has  worked  out  what  they  regard  as  a  satisfactory  enforcement 
involving  third  country  shipments  that  might  contain  Cuban  nickel? 

Mr.  Kx^auer.  Xo,  I  was  not  aware  of  that. 

]Mr.  Fraser.  You  have  no  familiarity  with  that  ? 

Mr.  KxAUER.  Xo. 

]Mr.  Fraser.  Well,  you  have  confirmed  what  we  have  understood  from 
the  beginning,  that  once  chromium  leaves  its  original  ore  state  and 
becomes  ferrochrome  and  thereafter  is  embodied  in  some  further  man- 
ufacturing product,  that  there  is  no  technical  test  to  indicate  the  origi- 
nal source  of  the  ore. 

Mr.  Kx^AUER.  True. 

Mr.  Fraser.  We  appreciate  your  confirming  our  understanding. 
Thank  you  very  much,  sir. 

]Mr.  Kx'auer.  You  are  quite  welcome. 

Mr.  Fraser.  Our  next  witness  then  is  Mr.  Charles  A.  James,  Deputy 
Assistant  Secretary  for  African  Affairs,  Department  of  State. 

Mr.  James. 
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STATEMENT  OE  CHAELES  A.  JAMES,  DEPUTY  ASSISTANT 
SECRETAKY  OF  STATE  FOE  AFEICAN  AFFAIES 

Mr,  jAiViES.  Thank  yon,  Mr.  Chairman. 

I  am  Charles  A.  James,  Depnty  Assistant  Secretary  of  State  for 
African  Affairs,  and  I  am  accompanied  by  Mr.  Roy  HaverKamp 
who  is  the  Director  of  our  Southern  African  Affairs,  Mr.  Temple  Cole 
who  is  the  Desk  Officer  for  Rhodesia  and  also  Mr.  Morrison  who  is 
from  the  Economic  Bureau  of  the  Department. 

I  thank  you  for  this  opportunity  to  testify  on  the  draft  amendment 
to  H.R.  1287.  As  the  committee  is  aware,  the  administration  has 
strongly  supported  and  strongly  supports  the  repeal  of  the  Byrd 
amendment  which  would  restore  the  United  States  to  full  compliance 
with  the  United  Nations  economic  sanctions  against  the  Smith  regime 
in  Southei'n  Rhodesia.  Early  repeal  has  become  even  more  urgent  in 
the  light  of  recent  developments  in  southern  Africa. 

As  was  noted  by  Deputy  Assistant  Secretary  Blake  when  he  ap- 
peared before  you  in  February,  it  is  now  no  longer  a  question  of 
whether  there  vfill  be  majority  rule  in  Rhodesia  but  rather  a  question 
of  when.  There  are  continuing  indications  that  the  final  chapters  of 
the  so-called  Rhodesian  problem  are  now  being  written.  In  Salisbury 
itself  there  seems  to  be  a  growing  perception  that  their  present  course 
can  only  lead  to  violent  tragedy  and  on-again  off-again  talks  between 
tlie  Smith  regime  and  Rhodesian  nationalists  are  underway;  in  Lu- 
saka, Dar  es  Salaam,  and  Gaborone  there  are  continuing  efforts  to 
support  and  encourage  a  peaceful  settlement  in  Rliodesia;  in  Pre- 
toria leaders  of  the  Republic  of  South  Africa  are  continuing  to  urge 
the  Smith  regime  to  reach  an  acceptable  settlement  with  the  majority 
of  the  Rhodesian  people;  in  London  the  British  Government  an- 
nounced last  week  that  it  was  sending  an  emissarv  to  Salisburv  to  dis- 
cuss  with  the  Smith  regime  and  with  African  nationalist  leaders  the 
timing  and  modalities  of  a  constitutional  conference ;  in  Kingston  the 
leaders  of  the  Commonwealth  countries  agreed  to  provide  special  finan- 
cial assistance  to  Mozambique  to  help  that  country  to  a])p]y  U.N.  sanc- 
tions against  Rhodesia ;  and  in  Lourenco  Marques  the  imminent  inde- 
pendence of  IMozambique  on  June  25  and  the  prospect  of  the  closing 
of  its  border  to  Rhodesian  trade  will  add  still  greater  physical  and 
psychological  pressure  on  the  Smith  regime  to  come  to  accommodation. 
It  would  be  a  tragedy,  Mr.  Chairman,  and  an  injustice  to  our  own 
heritage  if  this  country,  the  United  States  of  America,  is  depicted  in 
these  chapters  not  as  a  protagonist  for  liberty,  freedom,  and  justice 
but  as  the  last  remaining  prop  of  an  illegal  and  repressive  regime. 

Our  primary  objective  has  always  been  the  repeal  of  the  Byrd 
amendment.  It  is  in  this  context  that  we  support  the  objectives  of  the 
proposed  amendment  to  H.R.  1287.  The  j^roposed  amendment  could 
make  tlie  sanctions  program  more  effective  by  encouraging  stricter 
compliance  on  the  part  of  other  countries.  We  "do  not  believe  that  our 
trade  or  commerce  with  other  nations  would  be  unduly  affected  by 
this  amendment  since  the  nations  who  will  be  required  to  provide 
certificates  of  origin  all  support  the  U.N.  sanctions  program  against 
the  Smith  regime  in  Rhodesia. 
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•  The  requirement  that  a  certificate  of  origin  issued  by  the  foreign 
o-overnment  or  its  designee  with  respect  to  shipments  of  steel  m  11 
products  to  the  United  States  be  filed  with  the  Secretary  ot  Tieasuiy 
appears  to  us  to  be  a  reasonable  method  ot  assuring  tha  chrome  ot 
Khodesian  origin  is  effectively  barred  from  the  United  States  It 
would  follow,  of  course,  that  if  the  Secretary  is  called  upon  to  make  a 
determination  as  to  the  adequacy  of  such  a  certificate,  he  should  have 
the  discretionarv  auth.ority  to  establish  procedures  to  ascertain  that 
such  certificates 'do  indeed  contain  accurate  information. 

In  closing,  I  would  like  to  emphasize  again  that  repeal  may  be 
'•now  or  never" ;  that  in  the  near  future  we  may  find  ourselves  con- 
fronted with  a  successor  government  to  the  Smith  regime  in  Southern 
Ehodesia  which  will  base  its  political  and  trade  relations  with  other 
nations  on  the  degree  of  support  provided  for  self-determination  and 
majoritv  rule  in  Ehodesia.  Indeed,  during  their  visit  to  Washington 
in  early  May.  the  president  of  the  Ehodesian  African  National  Coun- 
cil. ANC,  Bishop  Abel  Muzorewa  and  other  ANC  officials,  specifically 
made  this  point.  In  this  sense  then,  repeal  of  the  Byrd  amendment 
now  may  be  vital  in  assuring  long-range  access  to  Rhodesian — or 
perhaps  I  should  say  Zimbabwean — chrome  and  other  minerals  for 
American  companies. 

Thank  you,  ]\[r.  Chairman. 

^h\  Fraser.  Thank  you.  ]Mr.  James.  Our  next  witness  is  Hon.  David 
Macdonald,  Assistant'  Secretary  for  Enforcement,  Operations,  and 
Tariff  Affairs,  Department  of  the  Treasury. 

Mr.  Macdonald. 

STATEMENT  OF  HON.  DAVID  R.  MACDONALD,  ASSISTANT  SECRE- 
TARY FOR  ENFORCEMENT,  OPERATIONS,  AND  TARIFF  AFFAIRS, 
DEPARTMENT  OF  THE  TREASURY 

Mr.  ;Macdoxald.  Thank  you,  Mr.  Chairman. 

]Mr.  Chairman  and  members  of  the  subcommittee,  my  name'is  David 
E.  Macdonald.  I  am  Assistant  Secretary  of  the  Treasury  for  Enforce- 
ment, Operations,  and  Tariff  Affairs.  I  am  accompanied  by  Stanley  L. 
Sommerfield,  Acting  Director  of  the  Office  of  Foreigii  Assets  Control 
which  is  under  my  supervision  and  which  administers  the  Ehodesian 
sanctions  regulations. 

I  am  pleased  to  appear  before  your  subcommittee  today  to  testify  on 
H.E.  1287,  as  amended  by  the  subcommittee  last  March.  My  testimony 
takes  into  account  the  subcommittee's  proposed  modification  of  its 
amendment.  H.E.  1287  is  a  bill  to  amend  the  United  Nations  Participa- 
tion Act  of  1945  to  halt  the  importation  of  Ehodesian  chrome. 

The  Department  of  the  Treasury  supports  the  objectives  of  H.E. 
1287.  We  endorse  the  proposal  to  repeal  section  10  of  the  Strategic  and 
Critical  Materials  Stock  Piling  Act  (50  U.S.C.  98-98h) ,  thereby  restor- 
ing the  United  States  to  its  proper  posture  of  being  in  full  compliance 
with  the  international  treaty  obligations  of  the  United  States. 

We  support  the  first  section  of  H.E.  1287,  which  simf)ly  nullifies  the 
impact  of  the  so-called  "Byrd  amendment"  insofar  as  imports  of 
chrome  from  Ehodesia  are  concerned.  There  are  however,  some  poten- 
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tijil  difficulties  with  section  2  of  H.R.  1287,  as  modified,  which  we  feel 
the  subcommittee  should  be  aware  of  before  it  acts. 

Section  2  of  H.R.  1287  provides  in  substance  that  no  steel  mill 
product  which  contains  chromium  in  any  form  may  be  imported  un- 
less accompanied  by  a  certificate  of  origin  from  the  exporting  country 
Avhich  satisfies  the  Secretary  of  the  Treasury  that  the  product  does  not 
contain  any  Rhodesian  chromium. 

Steel  mill  products  imported  from  third  countries  are  not  in  fact 
subject  to  the  U.JST.  sanctions,  regardless  of  the  origin  of  their  chrome 
content,  unless  they  were  originally  produced  by  Rhodesian  steel  mills. 
However,  section  2  of  H.R.  1287  expands  our  implementation  of  the 
U.N.  sanctions  to  apply  to  steel  mill  products  produced  in  third  coun- 
tries which  contain  Rhodesian  chrome.  This  secondary  embargo  is  to 
be  enforced  by  a  certification  procedure. 

In  operation,  the  type  of  certification  procedures  we  are  now  con- 
cerned with  involve  additional  paperwork  for  exporters,  importers 
and  governmental  agencies.  The  administrative  burden  imposed,  and 
tlie  additional  burden  on  international  trade,  would  be  far  from 
negligible  even  with  a  perfectly  functioning  operation.  But  no  certi- 
fication system  works  perfectly — there  are  always  accusations  that  one 
foreign  country  or  another  is  issuing  false  certificates.  It  has  been  our 
experience  in  the  administration  of  the  Chinese  type  commodity  cer- 
tification procedures  that  more  than  one  commodity  had  to  be  sus- 
pended from  eligibility  for  certification  because  the  certification  pro- 
cedure was  not  working  properly. 

It  is  in  this  area  of  enforcement  that  our  concerns  with  H.R.  1287 
exist.  To  be  effective,  the  certification  ]:)rocedures  must  be  carefully 
set  up  and  effectively  enforced.  Otherwise,  they  are  widely  regarded 
as  shams  and  the  certification  structure  soon  breaks  down.  Previous 
certification  arrangements  of  this  type  have  either  involved  one  or  two 
countries,  as  in  the  case  of  French  steel  products  made  v/ith  non- 
Cuban  nickel,  or  have  involved  a  number  of  countries  but  were  limited 
to  products  of  relatively  small  total  value  in  international  trade,  as 
in  the  certification  of  Chinese-type  commodities. 

These  earlier  certification  procedures  have  been  manageable  partly 
because  the  dimensions  of  the  trade  involved  were  relatively  small. 
However,  U.S.  imports  of  specialty  steel  products  which  may' contain 
chromium  come  from  about  30  countries  and  were  valued  at  some  $200 
million  during  the  year  1974,  if  you  limit  the  coverage  to  ferrochrome* 
and  stainless  steel  products.  If  you  include  alloy  steel  products,  you 
increase  this  total  by  an  unknown  but  fairly  small  amount.  (Some  low 
alloy  steel  products  contain  chromium,  and  our  total  imports  of  low 
alloy  steel  exceeded  $200  million  in  1974.) 

Effective  enforcement  of  this  amendment  could  lead  to  suspension 
of  imports  of  third  country  steel  mill  products  from  one  or  more  for- 
eign countries.  This  would  constitute  an  impediment  to  our  normal 
trade  relations  with  affected  foreign  countries.  The  problem  would  be 
increased  if,  as  seems  likely,  we  were  also  compelled  to  suspend  im- 
ports of  ferrochrome  from  these  same  countries.  Obviously,  if  their 
steel  null  products  contain  Rhodesian  chrome,  it  is  quite  likely  that 
their  ferrochrome  would  also  contain  Rhodesian  chrome. 
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Thus,  under  section  2  of  H.R.  1287  we  would  be  faced  with  impedi- 
ments to  our  normal  foreign  trade  with  third  countries  which  would 
only  indirectly  be  related  to  the  primary  sanctions  program  against 
Rhodesia  itself.  How  extensive  these  additional  impediments  would  be 
is  unknown.  In  theory,  they  should  be  minimal  since  in  theory  all 
nations  except  South  Africa  adhere  to  the  U.N.  sanctions.  In  practice, 
there  is  more  than  a  little  doubt  that  all  countries  do  faithfully  com- 
plx  with  the  sanctions  program,  as  evidenced  by  section  2  itself. 

I  do  not  wish  to  overemphasize  these  difficulties — the  problems  may 
not  in  practice  turn  out  to  be  major  ones.  I  would  be  less  than  candid, 
however,  if  I  said  no  problems  are  foreseen.  Nevertheless,  we  support 
the  repeal  of  the  "Byrd  amendment,"'  and  if  enactment  of  section  2  of 
H.R.  1287  is  necessary  to  achieve  this  objective,  then  we  will  do  our 
best  to  administer  it  effectively  while  striving  to  avoid  unnecessary 
damage  to  our  international  trade  relations. 

Mr.  Fraser.  Thank  you  very  much,  Mr.  Macdonald. 

Our  third  witness  is  Mr.  Alan  P.  Polansky,  Deputy  Assistant  Sec- 
retary for  Bureau  of  Resources  and  Trade  Assistance,  Department  of 
Commerce. 

^Ir.  Polansky. 

STATEMENT  OF  ALAN  P.  POLANSKY,  DEPUTY  ASSISTANT  SECEE- 
TAEY  FOE  THE  BTJEEAU  OF  EESOUECES  AND  TEADE  ASSISTAI^CE, 

DEPAETMENT  OF  COMMEECE 

]Mr.  Polansky.  Mr.  Chairman  and  members  of  the  subcommittee, 
1  am  accompanied  here  today  by  Anthony  J.  Macone  who  is  the  Dep- 
uty Director  of  the  Office  of  Import  Programs  and  Charley  Denton 
who  is  the  Director  of  the  Office  of  Business  Research  and  Analysis. 

}klv  microphone  does  not  work  too  well  so  I  will  hold  it. 

I  appreciate  very  much  this  opportunity  to  present  the  views  of  the 
Department  of  Commerce  on  H.R.  1287.  I  would  like  to  start  out  by 
saying  that  the  administration  supports  the  reimposition  of  the  U.S. 
embargo  on  Rhodesian  chrome  on  foreign  policy  grounds.  The  Presi- 
dent indicated  in  his  State  of  the  World  Address  on  April  15  that  we 
are  developing  closer  relations  with  Africa.  The  U.S.  failure  to  fully 
adhere  to  the  U.N.  sanctions  against  Rhodesia  could  prove  to  be  an 
impediment  to  such  an  improvement. 

Reimposition  of  the  U.S.  embargo  on  Rhodesian  chrome,  while  re- 
turning the  United  States  to  full  adherence  to  the  U.N.  sanctions  pro- 
gram, also  has  economic  implications  for  this  Nation.  Before  address- 
ing myself  to  the  second  part  of  H.R.  1287,  therefore,  I  should  like 
briefly  to  set  forth  for  this  committee's  consideration  some  of  the  prin- 
cipal economic  considerations  regarding  chrome  in  this  situation.  My 
comments  should,  of  course,  be  viewed  in  the  broader  foreign  policy 
context  vdiich  I  have  already  outlined. 

Theie  are  basically  three  types  of  chrome  ore — metallurgical,  re- 
fractory, and  chemical.  Metallurgical  grade  is  by  far  the  principal 
ty])e.  accounting  for  some  two-thirds  of  the  total  world  production. 
The  bulk  of  the  chrome  ore  mined  in  Rhodesia  is  metallurgical  and  my 
comments  focus  on  that  grade. 

56-521 75 — 3 
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The  United  States  is  totally  dependent  on  imports  for  new  supplies 
of  chrome,  which  is  an  essential  raw  material  of  the  steel  industry. 
The  major  chrojne-beai'in<>;  products  include  staiidess  steels,  structural 
and  engineering  steels,  tool  and  die  steels,  and  many  alloy  steels;  these 
are  used  to  a  great  extent  by  the  transportation,  energy,  and  chemical 
sectors  of  the  economy. 

In  the  8  years  since  the  Byrd  amendment  became  effective,  U.S.  de- 
mand for  chrome  on  the  basis  of  contained  metal  in  ore  and  imported 
ferroalloys  was  met  by  average  yearly  imports  of  308.000  tons,  strate- 
gic stockpile  i-eleases  of  18,000  tons  and  withdi'awals  from  industry 
inventories  of  47,000  tons.  The  principal  foreign  suppliers  and  their 
share  of  U.S.  imports  over  3  years  Avei-e :  U.S.S.E.  (37  percent).  South 
Africa  (19  percent).  Rhodesia  (15  percent),  and  Turkey  (13  percent). 

Rhodesia  has  been  a  significant  supplier  to  the  world  market  and 
we  feel  any  signilicant  impediment  to  the  flow  of  Rhodesian  chrouie 
to  tlie  world  market,  therefore,  can  reasonably  be  expected  to  result 
in  a  hipher  world  i>rice  structure  for  chrome  than  might  otherwise 
obtain.  The  state  of  worldwide  and  U.S.  demand  will  also  have  csm- 
siderabU^  influence  on  the  price  of  chrome. 

There  are  other  factors  which  should  be  taken  into  consideration  in 
evaluating  the  implications  for  the  U.S.  economy  of  cutting  off  chrome 
supplies  from  Rhodesia  and  these  include  the  following: 

(1)  Authorized  disposals  from  the  strategic  stockpile  ceased  as  of 
uiid-1974;  additional  withdrawals  from  the  stockpile  would  be  sub- 
ject to  cojigressional  authoi'ization. 

(2)  While  preliminary  information  indicates  that  domestic  indus- 
try inventories  of  chrome  may  be  recovering,  at  the  end  of  1974  they 
were  at  the  lowest  level  in  the  past  15  years. 

(3)  Domestic  demand  for  chrome  may  be  expected  to  increase  with 
the  predicted  general  turnaround  of  industrial  production  later  this 
year. 

(4)  Shifting  to  alternate  sources  of  supply  might  be  difficult  and 
costly  because  of  the  possible  need  to  adjust  production  processes  and 
to  establish  new  trade  patterns  in  the  face  of  forward  commitments 
by  existing  suppliers. 

The  second  part  of  H.R.  1287  would  in  effect  go  beyond  the  require- 
ments of  the  TLN.  sanction  and  add  a  secondary  U.S.  embargo  to  the 
original  embargo  by  imposing  a  further  restriction  on  the  importation 
from  any  country  of  steel  mill  products  containing  chrome  of  Rho- 
desian origin.  This  prohibition  would  be  administered  by  requiring 
countries  exporting  steel  mill  products  to  the  United  States  to  provide 
certification  that  such  products  do  not  contain  Rhodesian  chrome. 

We  appreciate  that  tliis  secondary  restriction  is  aimed  at  discourag- 
ing circumvention  of  the  embargo  and  insuring  that  V.S.  ]:)roducers  of 
dirome-bearing  steel  mill  products  who  will  be  precluded  from  using 
Rhodesian  chrome  are  not  ]:)laced  in  a  competitive  disadvantage  by  for- 
eign suppliers  of  such  products  who  have  access  to  Rhodesian  chrome. 
This  recognizes  the  fact  that  Rhodesia  has  continued  to  ship  its  output 
of  chrome  ore  and  ferrochrome  into  the  world  market  despite  the  U.N. 
embargo.  At  the  same  time  we  see  very  significapt  problems  arising 
from  the  implementation  of  the  provisions  in  question. 
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As  noted  by  Assistant  Secretary  of  the  Treasury,  Mr.  Macdonald, 
the  implementation  of  the  secondary  embargo  could  well  place  a  bur- 
den on  trade  and  create  problems  both  domestically  and  in  the  foreign 
trade  sphere. 

Obviously,  if  the  Secretary  of  the  Treasury  is  charged  with  the  re- 
sponsibility of  administering  an  embargo  on  imports  of  steel  null 
products  containing  Rhodesian  chrome,  he  will  discharge  this  respon- 
sibility as  he  has  already  suggested  to  the  best  of  his  ability.  Under 
section  2  of  the  bill  the  United  States  could  be  accused  of  erecting  a 
nontariff  barrier  to  trade  by  countries  whose  steel  mill  products  were 
denied. 

The  problem  is  significant  because  of  the  magnitude  of  trade  in- 
volved and  the  large  number  of  supplying  countries.  An  estimated  $'^50 
million  of  chrome-bearing  steel  mill  products  from  over  oO  countries 
may  be  atl'ected.  Tlie  principal  sources  of  these  imports  are  Japan, 
Sweden.  (  anada,  and  the  United  Kingdom.  The  embargo  on  Ivho- 
desian  chrome  content,  of  course,  would  apply  equally  to  all  supplying 
countries. 

Despite  our  reservations  regarding  the  additional  restrictions,  Mr. 
Chairman,  we  feel  on  balance  that  they  would  be  consistent  with  the 
original  embargo  and  we  would  not  object  to  their  being  adopted,  sub- 
ject to  tlie  judgment  of  the  Department  of  the  Treasury,  as  to  their 
feasibility.  In  this  connection  we  agree  with  the  committee's  proposed 
deletions'in  section  2  of  the  bill  and  the  consequent  changes  in  section 
8(c).  These  changes  will  provide  the  Secretary  of  the  Treasury  with 
the  flexibility  he  will  need  in  establishing  this  program  and  its 
procedures. 

In  conclusion,  Mr.  Chairman,  despite  the  difficulties  outlined  above, 
the  administration  supports  the  repeal  of  the  Byrd  amendment. 

Mr.  Fraser.  Thank  you  very  much,  Mr.  Polansky. 

There  is  a  vote  in  progress  on  the  House  floor.  We  wnll  recess  tlie 
hearing  for  a  few  minutes  so  that  we  can  vote  and  then  we  will  be  back 
in  about  10  minutes. 

[Whereupon,  at  2:50  p.m.,  the  subcommittee  recessed  until  3:05 
p.m.] 

Mr.  Fraser.  The  subcommittee  will  come  to  order. 

Mr.  Macdonald,  my  understanding  is  that  the  United  States  does 
have  experience  with  the  enforcement  of  prohibitions  of  the  kind  that 
would  be  provided  for  in  this  bill  with  the  amendment  arising  out  of 
embargoes  that  the  Congress  has  by  law  imposed  on  countries  such  as 
Cuba  and  China.  Is  that  correct  ? 

Mr.  Macdonald.  Yes,  sir,  it  does  have  some  experience. 

Mr.  Fraser.  An  analogous  case  to  the  problems  w^e  have  here — that 
is,  analogous  in  the  sense  that  it  is  dealing  with  metal  content — would 
be  the  enforcement  of  a  ban  against  the  importation  of  products  which 
contained  some  Cuban  nickel,  is  that  right  ? 

Mr.  ]Macdonald.  Yes,  sir. 

Mr.  Fraser.  Particularly  France  was  one  such  country  witli  whom 
we  worked  out  an  arrangement  in  order  to  satisfy  ourselves  that  they 
were  observing  the  U.S.  law. 

Mr.  Macdonald.  Yes,  sir. 
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Mr.  Eraser.  Mr.  Macdonald,  in  that  connection  have  you  found  it 
necessary  to  use  chemical  tests  as  a  part  of  the  enforcement  arrange- 
ment which  the  Treasury  employs  in  relation  to  the  Cuban  nickel  ? 

Mr.  Macdonald.  Yes,  we  have.  We  found  it  necessary  in  connection 
with  Rhodesian  chrome. 

Mr.  Fraser.  Rhodesian  chrome  ? 

Mr.  Macdonald.  Yes. 

Mr.  Fraser.  But  as  I  understand  it — and  you  may  want  Mr.  Som- 
merfield  to  answer  directly  if  that  wall  be  helpful  to  you — it  is  my 
understanding-  that  through  the  enforcement  arrangements  regard- 
ing Cuban  nickel,  the  thinking  of  a  country  such  as  France  is  that 
that  does  not  involve  the  effort  to  apply  chemical  testing  but  rather 
relies  upon  internal  administrative  arrangements  worked  out  with 
the  Government  of  France. 

]Mr.  Macdonald.  I  think  both  may  be  applicable. 

Go  ahead,  Stanley. 

STATEMEITT  OF  STANLEY  L.  SOMMEREIEID,  ACTING  DIRECTOE  OF 
THE  OFFICE  OF  FOREIGN  ASSETS  CONTROL,  DEPARTMENT  OF 
THE   TREASURY 

Mr.  SoMMEEFiELD.  Mr.  Chairman,  the  answer  to  your  question  is 
that  it  depends  upon  the  particular  commodity  involved;  some  are 
susceptible  to  testing  and  others  aren't.  In  the  case  to  which  you  refer, 
the  Cuban  nickel  situation  in  France,  we  did  insist  on  requiring  chemi- 
cal tests  of  the  nickel  which  went  into  the  stainless  steel  inside  of 
France  to  be  conducted  b}'  the  French  Government  with  our  right  of 
access  to  them. 

In  addition,  we  were  fortunate  in  having  the  availability  of  the 
fact  that  stainless  steel  can  be  traced  as  to  origin  with  some  degree, 
the  nickel  content  can  be  traced  to  some  extent  by  the  cobalt  content. 
The  Armco  witness  referred  to  the  cobalt.  We  made  special  arrange- 
ments with  tlie  French  to  keep  the  cobalt  between  0.5  percent  and  this 
effectively  excluded  Cuban  nickel. 
^  The  French  excluded  their  use  of  nickel  to  electrolytic  types  from 
Canada  which  have  a  very  low  cobalt  content  and  to  Iheir  own 
Caledonian  nickel  oxide  which  has  a  rang-e  but  they  excluded  from 
use  in  this  procedure  that  portion  of  their  nickel  oxide  which  had 
more  than  0.5  percent  and  said  the  Cuban  nickel  all  ran  0.8,  0.9.  We 
had  not  only  their  internal  tests  but  we  were  fortunate  to  be  able  to 
have  a  test  we  could  administer  on  a  spot  check  basis  on  the  actual 
stainless  steel  but  that  is  a  rare  thing.  I  don't  believe  you  could  do  it 
with  chromium  here  in  the  United  States,  vou  would  liave  to  rely  on 
the  internal  checks  administered  by  the  government  there  which  we 
would  have  the  right  to  review. 

Mr  Fraser.  The  primary  control  I  understand  is  through  working 
out  he  arrangement  with  the  French  Government  the  manner  in 
winch  tile  materials  are  handled  inside  France. 

Mr.  Sommerfield.  Yes. 

wonlrl  ^^tT\^  '^'''''^  ^''Zl-  ^^K-  Sommerfield  or  Mr.  Macdonald,  who 
would  want  to  answer  this.  In  your  judgment   will  all  countries 
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which  export  steel  mill  products  be  prepared  to  adopt  certification 
I)rocedures  ? 

Mr.  Macdonald.  Some  may  not  be. 

Mr.  Eraser.  If  not.  what  would  happen  in  that  event? 

Mr.  Macdonald.  In  that  case  we  would  prohibit  the  importation  of 
steel  products  containing  chromium  except  that  we  may  find  it  feasible 
within  the  discretionary  provision,  I  think  found  in  section  3(c),  to 
exempt  out  countries  which  export  less  than  perhaps  SI  million 
worth  of  specialty  steel  products.  There  are  17  countries  apparently 
exporting  steel  products  in  amounts  of  more  than  $1  million  to  the 
United  States  and  there  are  another  16  countries  that  export  in  amounts 
of  mider  $1  million. 

Mr.  Fraser.  So  that  within  the  administrative  flexibility  which 
would  be  provided,  you  would  be  concentrating  principally  on  the 
countries  which  had  a  significant  export  of  these  materials  to  the 
United  States? 

Mr.  Macdonald.  I  think  we  would  have  to. 

Mr.  Fraser.  Mr.  Derwinski. 

]Mr.  Derwinski.  Mr.  Macdonald,  you  are  an  Assistant  Secretary 
and  the  other  two  gentlemen  are  Deputy  Assistants  so  protocolwise  you 
should  come  first. 

Mr.  Macdonald.  I  never  stand  on  protocol,  ZMr.  Derwinski. 

Mr.  PoLANSKT.  AVe  are  sitting  behind  him. 

Mr.  Derwinski.  I  know  all  the  stories  about  the  bureaucracy  and 
title — you  have  certain  colored  furniture  and  desks  and  rugs  and  I 
wouldnot  want  to  treat  you  differently  than  the  way  to  which  you  are 
accustomed. 

Mr.  ]VL\CD0NALD.  Please.  I  have  been  trying  to  avoid  that  since  a 
year  ago. 

Mr.  Derwinski.  That  was  my  first  question.  You  are  fairly  new  to 
Government. 

Mr.  Macdonald.  Yes,  I  am,  sir. 

Mr.  Derwinski.  You  are  not  a  professional  civil  servant? 

Mr.  Macdonald.  Xo,  sir. 

Mr.  Derwinski.  "\Yliat  was  your  background  ? 

Mr.  Macdonald.  I  was  a  practicing  lawyer  in  Chicago  until  about 
February  of  1974. 

Mr.  Derwinski.  And  you  voluntarily  came  to  "Washington  or  did 
the  ambulance  chasing  business  fail  in  Chicago  ? 

Mr.  Macdonald.  No;  I  have  to  modestly  disclose  that  I  was  some- 
what more  prosperous  when  I  was  back  in  Chicago  than  I  am  2iow  in 
Washington,  but  nevertheless 

Mr.  Derwinski.  My  own  committee  has  that  jurisdiction.  You  are 
talking  about  the  compression  of  salaries. 

Mr.  Macdonald.  Yes. 

Mr.  Derwinski.  I  probably  agree  with  you  more  on  that  problem 
than  your  position  here.  How  long  do  you  think  it  will  be  before  you 
quit  lecturing  us  on  problems  of  additional  paperwork  ?  That  is  what 
caught  my  eye.  You  are  obviously  not  a  professional  civil  servant  or 
you  would  not  have  had  this  paragraph  about  additional  paperwork 
imposing  a  great  burden.  Actually  I  wanted  to  commend  jou  for  that, 
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and  I  agree  with  yon  that,  God  knows,  the  last  thing  in  the  world  we 
ought  to  be  doing  is  imposing  additional  paperwork  burdens  on  anyone. 

Mr.  Macdonald.  I  also  would  like  to  say — I  hope  I  am  not  lecturing 
this  committee  or  the  House — if  there  is  blame  in  the  paperwork  area, 
I  think  the  executive  branch  will  have  to  take  its  full  share. 

Mr.  Derwixski.  INIore  than  full  share. 

Mr.  jNIacdonald.  Yes,  sir. 

Mr.  Derwixski.  All  right.  Now  I  would  like  to  check  with  you  and 
ISIr.  Polansky.  There  are  statements  here  that  I  would  like  to  reconcile, 
if  it  is  possijjje.  You  state,  Mr.  Macdonald,  that  U.S.  imports  of  spe- 
cialty steel  iproducts  which  may  contain  chromium  come  from  about 
30  countries  and  were  valued  at  some  $200  million  during  the  year 
1974.  Mr.  Polansky,  approaching  the  same  subject,  refers  to  a  figure 
of  $350  million  chrome-bearing  steel  mill  products  from  over  30 
countries. 

Now  is  there  any  way  you  two  gentlemen  could  clear  up  this  $150 
million  discrepancy?  Your  top  paragraph  on  page  3,  Mr.  Macdonald; 
and,  ]Mr.  Polansky,  it  is  your  paragraph  on  the  bottom  of  page  5. 

]\lr.  Macdox'ald.  I  think  it  may  be  that  they  have  included  low- 
alloy  steel  products  as  possibly  containing  chrome. 

Yes;  they  have  included  low  alloy  in  their  figure.  There  are  $250 
million  of  low-alloy  steel  as  we  understand  it  in  1974,  but  not  all  of 
those  contain  chromium. 

]Mr.  PoLAx^SKY.  Yes;  and  I  believe  we  have  included  all  alloy  steel. 

]Mr.  Derv/ixski.  ]\Ir.  JNIacdonald  also  states  that  if  you  include  alloy 
steel  products  3011  increase  this  total  by  an  unknown,  but  a  fairly  small 
amount. 

JNIr.  JMacdox'ald.  I  will  have  to  let  the  gentleman  from  Commerce 
address  himself  to  that. 

JNIr.  PoLAX'SKY.  I  am  sorry,  INIr.  Derwinski. 

Mr.  Deravix^ski.  There  is  still  a  discrepancy  between  Mr.  Macdonald 
using  $200  million  referring  to  the  low  alloy  as  being  an  unknown,  but 
fairly  small  amount.  How  is  a  fairly  small  amount  $150  million?  I  just 
want  to  be  sure  that  statistically  we  don't  have  two  great  Departments 
of  Government  too  far  apart. 

ISIr.  PoLAX'SKY.  Just  a  second,  sir.  It  won't  be  the  first  time. 

INIr.  Derwixski.  $150  million  which  would  be  a  75  percent  increase 
above  the  figure  you  gave  us. 

]Mr.  SoMiMERFiEED.  Maybe  I  can  clarify  it  since  I  am  perhaps  the 
source  of  this,  and  that  is  that  the  statement  as  to  low-alloy  steel  should 
actually  read  "alloy  steel  of  which  a  small  part  is  low  alloy  steel  with 
some  chrome  content."  The  $200  million  is  alloy  steel.  T  was  just  handed 
up  this  note  a  few  minutes  ago.  The  alloy  steel  includes  a  small  but 
unknown  amount  of  low-alloy  steel,  ^^"e  don't  have  the  actual  statistics. 

JNIr.  Derwixski.  I  am  sorry.  I  didn't  mean  to  create  such  confusion. 

Mr.  SoMMERFiELD.  It  is  my  fault. 

JMr.  Derwixski.  You  can  always  come  back  when  3'ou  get  your 
figures  i)i  order,  but  let  me  ask  this. 

Mr.  Polansky,  on  page  3  of  your  statement  you  referred  to  the  fi-g- 
ures  involving  the  demand  for  chrome  in  the  3  years  since  the  Byrd 
amendment  became  effective.  Here  you  return  to  the  average  j^early 
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imports  of  303,000  tons,  then  the.  release  from  the  strategic  stockpile 
and  withdrawals  from  industry  inventories.  Xow  at  this  point  and 
then  later  on  you  refer  to  the  fact  that  our  industry  inventories  are  the 
15-year  low.  What  is  the  status  of  the  strategic  stockpile?  I  mean,  is 
it  high,  low,  average,  or  just  where  is  it  ? 

Mr.  PoLANSKY.  We  have  got  about  3  years'  supply  of  metallurgical 
grade  chrome  ore  and  ferroalloy  by  our  estimate  which,  if  there  was 
legislative  authority,  could  be  made  available.  The  question  is  whether 
that  legislative  authority  would  be  forthcoming,  and  perhaps  even  a 
larger  issue  than  that  would  be  whether  we  want  to  release  that  much 
from  the  strategic  stockpile. 

Mr.  I)2:rwinski.  When  you  use  3  years  as  a  rule  of  thumb,  you  are 
taking  into  account  your  acknowledgement  of  the  very  Ioav  level  of 
industi'y  inventory? 

JNlr.  PoLANSKY.  Yes,  sir.  This  is  strictly  the  strategic  stockpile,  it 
has  no  relationship  whatsoever  to  the  private  inventoiy. 

^Ir.  Derwinski.  Well,  it  would  if  the  industry  inventory  which  is 
their  own  stockpile  is  very  low.  That  means  they  would  have  to  draw 
on  the  strategic  stockpile  sooner. 

Mr.  PoLuVNSKY.  That  is  right,  if  they  could. 

Mr.  Derwinski.  If  they  could  not  get  sufficient  amount? 

Mr.  PoLANSKY.  Right.  Now,  sir,  they  cannot  draw  upon  the  stra- 
tegic stockpile  unless  thei'e  is  further  legislation. 

]\[r.  Derwixski.  I  understand. 

Xow  I  read  your  statement  very  carefully,  and  if  you  want  to  refer 
to  your  ghost  writers  here  you  may.  Basically  what  3^011  are  telling  us 
in  your  opening  statement  and  in  your  very  proper  conclusion  is  that 
despite  all  the  difficulties  you  join  the  administration  in  supporting  the 
repeal.  But  you  do  make  an  excellent  case,  I  think,  for  the  retention  of 
the  Byrd  amendment  although  I  know  that  is  not  your  purpose. 

I  don't  see  that  this  would  get  you  into  difficulty  when  you  get  back 
to  the  office  but  it  seems  to  me  the  key  point  you  make  is  that  there  is 
this  need  for  the  secondary  restriction  because  it  is  obvious  that  there 
is  a  great  deal  of  Rhodesian  chrome  being  utilized  notwithstanding 
the  pious  platitudes  of  other  countries  that  they  are  abiding  by  the 
embargo.  This  issue  comes  up  again  and  again  during  these  hearings 
and  one  tiling  we  can't  seem  to  get  from  anyone  in  any  of  our  govern- 
mental departments  is  specifics  beyond  the  generalized  statement. 

Xow  could  you  tell  us  from  any  records  you  have  what  specific 
cou.ntries  are  engaging  in  substantial  purchases  of  Rhodesian  chrome? 

]\Ir.  PoLAxsKY.  Sir,  to  the  best  of  my  ability  I  cannot  answer  that 
question,  and  I  presume  one  of  the  reasons  that  I  can't  is  it  is  pretty 
hard  to  tell,  by  physical  examination  of  finished  steel  and  specialty 
steel,  where  the  ferrochrome  comes  from  or  where  the  chrome  ore 
comes  from.  jSIoreovei-,  neither  Rhodesia  nor  most  of  its  trading  part- 
ners publish  such  trade  statistics. 

]Mr.  Derwixski.  You  have  the  intelligence  network  that  could  tell 
you  where  Rhodesian  chrome  is  being  sold. 

Mr.  PoLAX'SKY.  I  certainly  don't,  sir. 

Mr.  Derwinski.  I  mean  the  Department. 

Mr.  PoLANSKY.  No. 
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Mr.  Derwinski,  I  see.  Mr.  James,  if  you  don't  mind,  you  are  the 
diplomat  and  I  am  turning  to  you  last.  I  hope  you  don't  mind  that,  sir. 
I  assume  you  are  a  career  diplomat. 

Mr.  James.  In  a  way  of  speaking  I  have  been  in  Federal  service  10 
years.  In  real  life  I  am  a  lawyer.  [Laughter.] 
Mr.  Macdonald.  Aren't  we  all. 
Mr.  PoLANSKY.  Me,  too,  Mr.  Derwinski. 

Mr.  Derwinski.  My  goodness  gracious,  no  wonder  w^e  are  getting 
swamped  with  paperwork  in  Government. 

Let  me  askyou  this,  Mr.  James,  on  the  same  point  I  just  mentioned 
to  Mr.  Polansky.  It  is  an  open  secret  that  many  major  countries — 
Western  Europe  and  Asian  countries — are  violating  the  economics 
sanctions  against  Rhodesia.  Now  with  this  open  secret  in  the  diplo- 
matic world,  why  is  it  that  the  LTnited  States  seems  to  be  catching  all 
the  hell  because  we  honestly  adopt  the  Byrd  amendment  and  with  this 
one  exception,  we  abide  by  the  sanctions  in  a  very  honest,  legitimate 
fashion  and  yet  so  many  other  countries  in  sanctimonious  fashion  do 
break  the  sanction.  Now  why  is  it  that  they  are  not  the  ones  who  are 
subject  to  the  wrath  of  the  governments  of  Africa,  not  just  the  United 
States  which  is  at  least  honest  and  above  board  on  all  of  this? 

Mr.  James.  Well,  Mr.  Derwinski,  if  we  assume  that  your  premise  is 
correct,  that  there  are  many  other  nations  that  are  violating  the  sanc- 
tions, even  still  we  hear  people  in  the  United  States  and  members  of 
the  U.S.  Government — we  look  to  ourselves.  We  happen  to  be  one  of 
the  largest  powers  on  this  planet,  we  happen  to  be  one  of  the  most 
exposed,  we  happen  to  be  one  of  the  most  involved,  we  happen  to  be 
one  of  the  richest.  I  would  hope,  Mr.  Derwinski,  that  your  question 
does  not  suggest  that  we  can  depart  from  our  interest  from  whatever 
direction  or  course  which  best  serves  our  political,  economic  and  indeed 
our  moral  leadership  in  this  world. 

Mr.  Derwinski.  Let  me  bring  you  back  to  my  question.  I  am  not 
discussing  our  moral  position,  I  think  it  is  perfectly  proper  since  the 
LT.S.  Congress  adopted  the  Byrd  amendment.  We  did  it  openly,  aimed 
at  one  specific  item.  We  have  not  violated  the  sanctions  in  other  fields, 
yet  it  is  an  open  secret  in  trade  circles  and  diplomatic  circles  that 
major  European  countries  and  Asian  countries  consistently  violate 
the  embargo. 

My  point  is  that  if  there  is  any  moral  criticism,  it  ought  to  be  di- 
rected at  these  nameless  countries  who  everybody  is  evidently  aware 
of  but  who  are  not  named  by  name.  That  is  where  I  think  the  moral 
fault  lies. 

Mr.  James.  Well,  in  fact,  the  U.N.  and  the  Commonwealth  Commit- 
tee do  castigate  the  violators  of  the  sanctions  but  again  I  don't  think 
that  you  mean  to  imply  that  we  should  be  in  violation  of  the  sanctions. 

Mr.  Derwinski.  Let  me  try  this  then.  "What  is  the  latest  figure  on 
U.S.  purchase  of  Rhodesian  chrome  and  ferrochrome?  Do  one  of  you 
gentlemen  have  that  1974  figure  if  it  is  available  ? 

Mr.  James.  1974.  That  is  January  through  October.  Accordino;  to 
the  figures  I  have,  the  United  States  imported  71,000  short  tons.  Does 
that  agree? 

Mr.  Derwtinski.  They  have  a  dollar  figure. 

Mr.  Polanskt.  Ours  is  in  tonnage  as  well,  sir. 
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INIr.  Derwinski.  We  should  liave  a  figure  somewhere  of  the  going 
price  per  ton.  shouldn't  we  ?  Isn't  this  in  the  neighborhood  of  approxi- 
mately $25,  $28  a  short  ton  ? 

Mr.'  Macdoxald.  What  year? 

Mr.  Dkrwmnski.  Well,  1974  if  you  have  it. 

Mr.  Macdoxald.  We  have  tons,  too.  23,074  tons. 

■Mr.  Polaxsky.  The  total  would  be  roughly — if  you  take  ferro- 
chrome  and  chrome  ore,  based  on  the  chrome  content,  you  would  get 
roughly  53.500  tons.  We  would  have  to  then  take  that  and  compile  the 
value  which  we  just  don't  have  available,  ]Mr.  Chairman,  at  this  point 
in  time.  We  w^ould  be  very  happy  to  submit  that  for  the  record  if  JNIr. 
Derwinski  wants  it. 

]\Ir.  Fraser.  Submit  the  last  monthly  figures  of  imports,  the  United 
States  up  to  as  recent  a  month  as  available. 

INIr.  Polaxsky.  Very  welL  We  wull  do  that. 

[yiv.  Polansky  subsequently  submitted  the  folloAving  information :] 

UNITED  STATES  IMPORTS  FOR  CONSUMPTION  FROM  RHODESIA 
[All  values  expressed  as  customs  Import  value] 


Chrome  ore ' 

Ferrochrome^ 

Quantity, 
content  tons 

Value,  $U.S. 

Quantity, 
content  pounds 

Value,  $U.S. 

1973 

1974 

1975: 

January 

18,484 

30,025 

10,392 

1,  483, 137 

2,  531, 140 

922,  245 

0 

0 

459, 366 

273,  393 

69,815,688 
46,  944, 171 

8,  785,  366 

56,  217 

0 

398,  552 

26, 699, 223 

9,  774,  992 
8,  777,  745 

1,  989,  789 

February 

March 

April 

May 

0 
0 

.     4,416 

1,677 

9,237 

0 

87,  381 

9,  263,  947 

5-month  total 

16,485 

1,  655,  004 

35,  939,  458 

11,350,354 

1  Chrome  ore  includes  TSUSA  numbers  601.1520,  601.1540,  and  601.1560. 

2  Ferrochrome  includes  TSUSA  numbers  607.3000  and  607.3100. 

jNIr.  Der-w^xski.  I  have  the  testimony  on  this  subject  of  Mr.  Julius 
Katz,  Deputy  Assistant  Secretary  of  State  for  Economic  and  Business 
Affairs,  on  February  26  before  this  committee.  This  testimony,  gives 
percentages  of  Rhodesian  high  carbon  as  20  percent  of  U.S.  imports. 
He  does  not  give  the  figure  for  China. 

The  point  I  was  getting  to  is  that  I  undertand  in  Rhodesia — and  I 
have  never  been  there — I  understand  there  are  all  sorts  of  Western 
European  and  Asian  autos  and  appliances  of  all  sorts.  I  imagine  those 
run  into  substantial  figures  as  well  as  the  objects  that  Rhodesia  must 
ship  to  pay  for  those  products.  So,  Mr.  James,  I  am  getting  back  to  the 
point  I  am  making  that  here  is  the  United  States  that  is  honestly  and 
openly  in  violation,  to  use  the  U.N.  approach,  on  this  one  item.  And 
yet  those  countries  Avho  are  lecturing  us  are  obviously  escaping  the 
great  indigation  of  certain  African  heads  of  State,  even  though  their 
volume  of  two-way  trade  with  Rhodesia  must  far  exceed  this  one 
chrome  item  for  which  the  United  States  is  continually  chastized. 
Would  that  not  be  accurate  ? 

INIr.  James.  As  I  have  hinted  before,  I  am  not  sure  that  that  is  totally 
accurate;  that  is,  that  there  are  others  who  are  doing  it  far  worse. 
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However,  by  assuming  that  it  is  certainly  tlie  United  States,  we  in 
the  State  Department  would  welcome  the  world's  turning  its  attention 
elsewhere  in  terms  of  castigating  us  for  our  sins.  Nevertheless,  when 
we  look  at  our  interest,  the  very  fact  that  the  African  nations  are  focus- 
ing on  the  United  States  and  tlie  very  fact  that  they  are  castigating 
us  for  the  thnigs  that  we  are  doing  wrong  and  in  this  specific  instance 
being  in  violation  of  the  U.N.  sanctions  and  importing  Rliodesian 
chrome,  this  alone  would  support  the  position  that  we  are  taking  here 
that  we  should  repeal  the  Byrd  amendment  because  it  does  affect  oiir 
long-range  and  perhaps  our  inter-ranger,  intermediate-range  interest 
not  only  in  Rhodesia  but  also  throughout  the  rest  of  Africa. 

Mr.  Derwinski.  This  gets  back,  I  think,  to  the  responsibility  of  the 
various  departments.  I  don't  expect  Mr.  Polansky  and  Mr.  ]Macdonald 
to  do  anything  more  than  be  experts  in  their  fields  but  here  we  have 
the  Department  of  State  which  I  think  has  a  responsibility  for  at  least 
pointing  out  to  the  critics  of  our  Government  that  this  noncompliance 
of  ours  is  limited  to  one  item,  a  reasonably  small  figure  compared  to 
the  two-way  trade  that  is  going  on  between  Rhodesia  and  other 
countries. 

Now  for  example,  here  is  what  seems  to  me  to  represent  a  legitimate 
diplomatic  responsibility.  I  recently  had  an  exchange  of  correspond- 
ence with  my  old  friend  Ambassador  Beverly  Carter  and  this  was  the 
difference  between  us.  He  wanted  me  to  straighten  out  my  view  on  this 
subject  and  I  wanted  him  to  lecture  whoever  would  listen  to  him  in 
Africa  on  the  hypocrisy  of  those  countries  wlio  were  posturing  them- 
selves as  abiding  by  the  U.N.  economic  sanctions  but  in  fact  were  en- 
gaged in  major  trade  with  Rhodesia.  Rhodesia  is  not  a  self-integrated 
economy,  it  depends  heavily  on  trade  and  evidently  trade  is  there.  ]My 
point  is  that  we  are  being  unjustly  criticized  and  I  think  our  Depart- 
ment of  State  should  have  been  pointing  its  finger  at  the  real  culprits. 
The  United  States  I  think  is  only  a  culprit  in  a  limited  capacity. 

Mr.  James.  My  own  response  to  that,  Mr.  Derwinski,  is  that  if  we  are 
being  criticized  for,  as  you  describe  it,  being  in  honest  violation,  we 
would  not  be  unjustly  criticized  but  your  point  is  that  there  are  others 
who  are  in  dishonest  violation  if  you  want  to  make  that  sort  of  dis- 
tinction. Well,  I  am  not  quite  prepared  in  dealing  with  our  fellow  col- 
leagues in  the  U.N.  to  say  there  are  others  in  violation  also  but  at  the 
point  of  doing  this  we  must  come  into  court  with  clean  hands,  so  con- 
sequently we  have  to  be  on  the  road  to  being  in  compliance. 

Mr.  Derwinse:!.  Now  isn't  it  the  position  of  our  legal  experts  at  the 
Department  of  State  that  the  action  taken  at  the  last  session  of  the 
General  Assembly  expelling  South  Africa  for  the  General  Assembly 
session  and  admitting  the  PLO  as  observers  with  speaking  rights,  is  a 
violation  of  the  U.N.  charter? 

Mr.  James.  I  don't  have  all  the  facts  in  front  of  me,  Mr.  Derwinski, 
but  as  I  recall  the  statement  that  was  made  at  the  time,  our  position 
was  that  the  action  was  being  undertaken  on  a  premise  which  was  not 
a  viable  premise  and  for  that  reason  we  felt  that  the  expulsion  was  not 
correct. 

Mr.  Derwinski.  Now  I  just  have  one  more  question,  Mr.  Chairman, 
if  I  may  refer  to  the  statement  made  by  Mr.  Katz.  I  just  want  to  check 
one  figure  here.  This  is  a  statement  made  on  the  26th  of  February  be- 
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fore  the  committee  when  Mr.  Katz  spoke  of  the  flnctiirttin.<>-  prices,  and 
gave  the  price  for  Soviet  ore  as  $76.93  per  ton.  This  was  in  1971;  In 
1973  the  price  was  $73  per  ton  and  then  during  the  first  half  of  1973,  at 
the  time  the  Byrd  amendments  were  filed,  there  was  a  sharp  drop  m 

chrome  ore  prices.  pi,  •  i     i 

Xow  the  thing  that  bothers  many  of  us  is  that  we  feel  that  with  the 
repeal  of  the  Byrd  amendment,  what  we  would  then  have  is  a  sharp  ni- 
crease  in  world  chrome  prices  given  the  fact  that  we  have  eliminated 
from  our  options,  a  source  of  competition  for  Soviet  chrome.  I  should 
add  that  we  liave  had  testimony  months  ago  that  the  Japanese  have  tied 
up  most  of  the  long-term  Turkish  chrome  production  so  that  this  leaves 
us  with  Soviet  chrome  and  South  African  chrome. 

Now  given  this  situation,  wouldn't  we  begin  to  face  the  situation  ^Ir. 
Katz  de'scribed?  If  we  should  repeal  the  Byrd  amendment,  we  would 
have  a  sharp  increase  in  world  chrome  prices. 

Do  any  of  you  gentlemen  care  to  address  tliat  thought  ? 

;Mr.  Polansky'.  Well,  sir,  there  is  no  question  about  the  fact  that  there 
would  be  a  tendency  for  prices  to  go  up.  Xow  to  the  extent  that  the 
worldwide  sanctions  against  Ehodesia  were  working  very  eflectively, 
you  simply  would  have  a  large  distortion  between  supply  and  demand 
and  that  would  shoot  prices  up  considerably.  Xow  we  all  know,  as 
you  pointed  out,  that  there  are  some  leaks  in  the  system.  Xevertheless, 
we  think  that,  based  on  the  fact  that  we  are  going  to  narrow  our 
supply  base  down  considerably,  there  would  be  a  tendency  to  have 
prices  escalate,  particularly  if  our  economy  is  in  an  upswing  and 
domestic  demand  increasing.  I  think  that  there  would  definitely  be 
a  situation  and  an  atmosphere  very,  veiy  conducive  for  the  remaining 
suppliers  to  this  marketplace  to  increase  their  prices.  It  happened,  in- 
cidentally, before  the  Byrd  amendment  went  into  effect.  That  is 
exactly  the  kind  of  situation  v\-e  had. 

Mr.  Derwinski.  Mr.  Chairman,  one  last  question. 

Mr.  James,  you  made  the  point  that  a  basic  change  in  government 
in  Rhodesia  will  soon  be  taking  place  and  that  a  government  could 
well  be  in  power  that  might  not  be  properly  mindful  of  the  role  the 
United  States  played  in  the  last  3  years  in  purchasing  Rhodesian 
chrome.  Xow  it  seems  to  me  that  the  opposite  would  really  take  place, 
that  if  a  new  regime  comes  in  it  would  probably  be  greeted  with  a 
great  deal  of  economic  difficulty  and  exodus  of  some  skilled  personnel 
and  exodus  of  capital  and  what  it  vrould  need  then  would  be  good 
customers  for  its  product,  reliable  customers  which  would  mean  basic- 
ally the  United  States — not  the  Soviet  Union  with  phony  barter  gim- 
micks but  the  United  States  which  is  willing  to  pay  the  hard  currency 
for  a  product  that  the  Rhodesians  could  still  export.  AVould  you  care 
to  address  yourself  to  that  point  of  view  ? 

Mr.  James.  Well,  'Mr.  Congressman,  it  is  possible  that  a  new  govern- 
ment there,  in  looking  for  its  good  customers,  might  include  the  United 
States.  However,  our  experience  with  Africans  is  that  they  have  a  long 
memory  about  the  sins  and  omissions  of  the  United  States,  as  you  have 
so  aptly  pointed  out.  If  this  pattern  is  to  continue  and  a  pattern  that 
had  started,  thus,  even  though  we  may  not  be  the  only  sinners  in  the 
game,  we  are  the  only  open  one  and  the  likelihood  of  our  benefiting 
from  this  seems  remote.  As  you  have  just  suggested  chrome  is  in  high 
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demand  throughout  the  world  so  much  so  that  other  countries  are  will- 
ing to  risk  the  castigation  of  fellow  membere,  of  the  U.N.,  to  obtain  it. 
We  are  not  the  only  market  for  this  product.  I  think  it  is  an  unaccepta- 
ble risk  to  assume  that  as  record  on  the  Byrd  amendment  will  be  over- 
looked by  a  new  Government  in  Rhodesia.  I  think  we  have  to  look  to  the 
longer  range  U.S.  interests,  which  obviously  include  Rhodesian  chrome. 
We  also  have  to  look  to  the  U.S.  interests  in  the  rest  of  Africa  which  I 
think  are  more  substantial  than  we  may  realize  at  the  present  time. 

Mr.  Derwixski.  What  scares  me  is  the  prospect  of  the  United  States 
being  basically  dependent  on  the  Soviet  Union  for  chrome  ore  especi- 
ally with  the  Soviets  having  suddenly  developed  capitalistic  tenden- 
cies and  jacked  up  the  price  even  when  they  think  they  have  the 
market  under  control.  That  is  what  frightens  me. 

]Mr.  James.  Yes ;  which  again  I  think  supports  my  contention  that  in 
looking  toward  our  long-range  interest  in  Zimbabwean  chrome  we  can- 
not sell  our  birthright  for  a  mess  of  porridge  in  terms  of  shortrun  gain, 
realized  through  continued  importation  of  Rhodesian  chrome  in  viola- 
tion of  U.N.  sanctions. 

j\Ir.  Derwixski.  I  see.  I  thought  this  observation  supported  my  view- 
point here.  That,  is  why  you  are  a  diplomat  and  I  am  just  a  Member 
of  Congress. 

Thank  you,  Mr.  Chairman.  I  haA'e  no  other  questions. 

jMr.  FiLVSER.  I  think  we  may  have  to  recess  briefly  again  for  the  vote. 
Well,  I  had  a  few  more  questions  but  I  know  at  least  one  of  you  has  to 
leave.  Perhaps  we  could  submit  the  remainder  of  our  questions  in  writ- 
ing and  get  responses.  We  would  like  to  get  them  promptly  if  we  can. 

I  would  like  to  advise  my  colleagues  that  if  we  are  able  to  get  a 
quorum  after  the  recess  we  do  want  to  modify  the  amendment  with  an 
amendment  that  we  have  discussed  and  shown  to  the  Department. 

Mr.  Derwixski.  As  long  as  you  don't  create  more  problems  for  your- 
self as  with  the  last  amendment. 

Mr.  Fraser.  We  will  take  a  temporary  recess  and  we  will  excuse  the 
witnesses  with  the  understanding  that  they  will  respond  to  written 
questions. 

Thank  you. 

Mr.  James.  Thank  you,  INIr.  Chairman. 

>Mr.  PoLAX'SKY.  Thank  you,  Mr.  Chairman. 

[Whereupon,  at  3 :42  p.m.,  the  subcommittee  adjourned.] 


APPENDIX 


Text  of  House  Resolution  1287,  Committee  Print  No.  1  (as 

A3fENDED  March  18,  1975) 

[H.R.  1287,  94tli  Cong.,  1st  sess.] 

IN  THE  HOUSE  OF  REPRESENTATIVES 

January  14,  1975 

Mr.  Fraseb  (for  him.self,  Mr.  Diggs,  Mr.  Buchanan,  and  Mr.  Blester)  intro- 
duced the  following  bill ;  which  was  referred  to  the  Committee  on  Foreign 
Affairs 

A  BILL  To  amend  the  United  Nations  Participation  Act  of  1945  to  halt  the  importation 

of  Rhodesian  chrome 

Be  it  enacted,  iy  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assemhled,  That  section  5(a)  of  the  United  Nations 
Participation  Act  of  1945  (22  U.S.C.  287(a))  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence :  "Section  10  of  the  Strategic  and  Critical 
Materials  Stock  Piling  Act  (60  Stat.  596;  50  U.S.C.  98-98h)  shall  not  apply  to 
prohibitions  or  regulations  established  under  the  authority  of  this  section.". 

Sec.  2.  Section  5  of  the  United  Nations  Participation  Act  of  1945  (22  U.S.C. 
287c)  is  amended  by  adding  at  the  end  thereof  the  following  new  subsection  : 

"(c)  (1)  During  the  period  in  which  measures  are  applied  against  Southern 
Rhodesia  under  subsection  (a)  pursuant  to  Security  Council  Resolutions  num- 
bered 232  (adopted  December  16,  1966)  and  numbered  253  (adopted  May  29, 
1968),  a  shipment  of  any  steel  mill  product  (as  such  product  may  be  defined  by 
the  Secretary)  containing  chromium  in  any  form  may  not  be  released  from  cus- 
toms custody  for  entry  into  the  United  States  if — 

"(A)  a  certificate  of  origin  with  respect  to  such  shipment  has  not  been 
filed  with  the  Secretary  ;  or 

"(B)  in  the  case  of  a  shipment  with  respect  to  which  a  certificate  of  origin 
has  been  filed  with  the  Secretary,  the  Secretary  determines  that  the  informa- 
tion contained  in  such  certificate  does  not  adequately  establish  that  the  steel 
mill  product  in  such  shipment  does  not  contain  chromium  in  any  form  which 
is  of  Southern  Rhodesian  origin ; 

unless  such  release  is  authorized  by  the  Secretary  under  paragraph  (3)  (B)  or 
(C). 

"(2)  (A)  The  Secretary  may,  on  his  own  initiative  or  upon  a  request  by  any 
interested  person,  conduct  an  investigation  with  respect  to  the  adequacy  of  the 
information  contained  in  any  certificate  of  origin.  Pending  completion  of  such 
investigation,  the  steel  mill  product  shipment  with  re.spect  to  which  such  certif- 
icate of  origin  was  filed  may  be  (i)  retained  under  customs  custody,  or  (ii)  re- 
leased under  paragraph  (3)(C). 

"(B)  For  purposes  of  conducting  an  investigation  under  subparagraph  (A), 
the  Secretary  may  issue  subpenas  requiring  the  attendance  and  testimony  of  wit- 
nesses and  the  production  of  any  evidence  that  relates  to  the  matter  under  in- 
vestigation. Any  such  subpena  may,  upon  application  by  the  Secretary,  be  en- 
forced in  a  civil  action  in  an  appropriate  United  States  district  court. 

"(C)  Within  ten  days  after  the  receipt  of  a  request  from  any  interested  person 
that  an  investigation  be  conducted  with  respect  to  the  adequacy  of  the  informa- 
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tion  contained  In  a  certificate  of  origin  witli  respect  to  any  steel  mill  product 
sliipment,  the  Secretary  sliall  notify  such  i)ers()n  in  writing  wliether  an  investi- 
gation will  be  conducted  with  respect  to  such  certificate.  Sucli  notification  shall 
include — 

•'(i)   if  an  investigation  is  not  going  to  be  conducted,  a  statement  of  the 
reasons  lor  the  Secretary's  decision  not  to  conduct  an  investigation ;  or 

"(ii»   if  an  investigation  is  going  to  be  conducted,  a  statement  of  what  ac- 
tion the  Secretary  will  take,  pending  completion  of  such  investigation,  with 
respect  to  such  steel  mill  product  shipment. 
"(D)   Upon  completion  of  any  investigation  conducted  under  this  paragrapli, 
the  Secretary  shall  publisli  in  tlie  Federal  Register  a  statement  of  the  results 
of  the  investigation  and  of  any  action  talven  by  the  Secretary  with  resi>ect  to  the 
steel  mill  product  shipment  whose  certificate  of  origin  was  the  subject  of  such 
investigation.  If  sueli  investigation  was  requested  by  any  interested  person,  the 
Secretary  shall  also  send  a  copy  of  such  statement  to  such  person. 

"(3)  (A)  The  Secretary  shall  prescribe  regulations  for  carrying  out  the  pro- 
visions of  this  subsection. 

"(B)  The  Secretary  may  exempt  from  the  certification  requirements  of  this 
subsection  any  shipment  of  a  steel  mill  product  containing  chromium  in  any 
form  which  is  in  transit  to  the  United  States  on  the  date  of  enactment  of  this 
subsection. 

"(C)  The  Secretary  may  release  from  customs  custody  for  entry  into  the 
United  States,  under  such  bond  as  he  may  require,  any  shipment  of  a  steel  mill 
product  containing  chromium  in  any  form  (i)  pending  completion  of  an  investi- 
gation under  paragraph  (2)  with  respect  to  the  adecpiacy  of  the  certificate  of 
origin  filed  with  respect  to  such  shipment,  or  (ii)  under  such  other  circum- 
stances as  he  deems  appropriate. 
"  (4)   As  used  in  this  subsection — 

"(A)  the  term  'certificate  of  origin'  means  such  certificate  as  the  Secre- 
tary may  re<iuire,  with  respect  to  a  shipment  of  any  steel  mill  product  con- 
taining chromium  in  any  form,  issued  by  the  government  (or  by  a  designee  of 
of  such  government  if  the  Secretary  is  satisfied  that  such  designee  is  the 
highest  available  certifying  authority)  of  the  country  in  which  such  steel 
mill  product  was  produced  certifying  that  the  steel  mill  product  in  such  ship- 
ment contains  no  chromium  in  any  form  which  is  of  Southern  Rhodesian 
origin :  and 

"(B)  the  term  'Secretary'  means  the  Secretary  of  the  Treasury.". 


Text  of  House  Resolution  1287,  Committee  Print  Xo.  2  (as 

Amended  June  19,  1975) 

[Ameudment  is  printed  in  italic] 

[H.R.  1287,  94th  Cong.,  1st  sess.] 

A  BILL  To  amend  the  United  Nations  Participation  Act  of  1945  to  halt  the  importation 

of  Rhodesian  chrome 

Be  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assenihled,  Tliat  section  5(a)  of  the  United  Nations  Par- 
ticipation Act  of  iU45  (22  U.S.C.  287c (a))  is  amended  by  adding  at  tlie  end 
tliereof  the  following  new  sentence :  "Section  10  of  the  Strategic  and  Critical 
Materials  Stock  Piling  Act  (60  Stat.  596;  50  U.S.C.  98-98h)  shall  not  apply  to 
prohibitions  or  regulations  established  under  the  authority  of  this  section.". 

Sec.  2.  Section  5  of  the  United  Nations  Participation  Act  of  1945  (22  U.S.C. 
287c)  is  amended  by  adding  at  the  end  thereof  the  following  new  subsection  : 

"(c)(1)  During  the  period  in  which  measures  are  applied  against  Southern 
Rhodesia  under  sub.section  (a)  pursuant  to  Security  Council  Resolutions  num- 
bered 232  (adopted  December  16.  1966)  and  numbered  253  (adopted  IMay  29, 
1968),  a  shipment  of  any  stee!  mill  product  (as  such  product  may  be  defined  by 
tlie  Secretary)  containing  chromium  in  any  form  may  not  be  released  from 
customs  custody  for  entry  into  the  United  States  if — 

"(A)     a  certificate  of  origin  with  respect  to  such  shipment  has  not  been 
filed  wth  the  Secretary  :  or 

"(B)  in  the  case  of  a  shipment  with  respect  to  which  a  certificate  of  origin 
has  been  filed  with  the  Secretary,  the  Secretary  determines  that  the  infor- 
mation contained  in  such  certificate  does  not  adequately  establish  that  the 
steel  mill  product  in  such  shipment  does  not  contain  chromium  in  any  form 
which  is  of  Southern  Rhodesian  origin  ; 
unless  such  release  is  authorized  by  the  Secretary  under  paragraph  (3)    (B)  or 
(C). 
"(2)    The  Secretary  shall  prescrihc  rcf/iilations  for  carrying  out  tiiis  suhsrcfinn. 
"(3)  (A)  In  carrying  out  this  subsection,  the  Secretary  may  issue  suhpenas 
requiring  the  attendance  and  testimony  of  icitncsses  and  the  production  of  evi- 
dence. Any  such  subpcna  may.  upon  application  by  the  Secretary,  be  enforced  in  a 
ciril  action  in  an  appropriate  United  States  district  court. 

"(B)  The  Secretary  may  exempt  from,  the  certification  requirements  of  this 
subsection  any  .shipment  of  a  steel  mill  product  containing  chromium,  in  any  form 
ivhich  is  in  transit  to  the  United  States  on  the  date  of  enactment  of  this  sub- 
section. 

"(C)  Under  such  circnmstances  as  he  deems  appropriate,  the  Secretary  may 
release  from  customs  custody  for  entry  into  the  United  States,  under  such  bond  as 
he  may  require,  any  shipment  of  a  steel  mill  product  containing  chromium  in  any 
form. 

"(4)  As  used  in  this  subsection — 

"(A)  the  term  'certificate  of  origin'  means  such  certificate  as  the  Secretary 
may  require,  with  i-espect  to  a  shipment  of  any  steel  mill  product  containing 
chromium  in  any  form,  issued  by  tlie  government  <ov  by  a  designee  of  such 
government  if  the  Secretary  is  satisfied  that  such  designee  is  the  highest 
available  certifying  authority)  of  the  country  in  which  such  steel  mill  prod- 
uct was  produced  certifying  that  the  steel  mill  product  in  such  shipment  con- 
tains no  chromium  in  any  form  which  is  of  Southern  Rhodesian  origin  ;  and 
"(B)  the  term  'Secretary'  means  the  Secretary  of  the  Treasury.". 
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Letter  From  Robert  J.  McCloskey,  Assistant  Secretary  for  Con- 
gressional Relations,  Department  of  State,  Commenting  on 
Draft  Amendment  to  H.R.  1287,  April  25,  1975 

Dear  Mr.  Chairman  :  Tliank  you  for  the  opportunity  to  comment  on  the  draft 
amendment  to  H.R.  1287. 

As  you  are  aware,  the  Department  has  already  expressed  its  strong  support 
for  H.R.  1287  which  would  restore  the  United  States  to  full  compliance  with 
the  United  Nations  economic  sanctions  against  the  Smith  regime  in  Southern 
Rhodesia.  We  have  long  urged  the  re-imposition  of  the  full  range  of  sanctions 
on  political  grounds  and  for  foreign  policy  considerations.  We  have  also  main- 
tained that  the  Byrd  Amendment  has  brought  little  or  no  real  economic  advantage 
to  the  United  States  during  the  three  years  it  has  been  in  effect.  Initially,  the 
principal  rationale  for  the  Byrd  Amendment  was  to  decrease  U.S.  dependence 
on  the  importation  of  chrome  from  the  U.S.S.R.,  but  in  fact  our  dependence  on 
U.S.S.R.  chrome  ore  has  not  decreased.  Third  countries  rather  than  the  U.S.S.R. 
have  absorbed  the  reductions  anticipated  by  the  Amendment.  We  believe  that 
third  countries  can  eventually  make  up  any  shortfall  in  supply  that  might  occur 
if  the  Amendment  is  repealed.  We  also  estimate  that  the  economic  cost  to  the 
United  States  of  the  withdrawal  of  chrome  supplies  from  Rhodesia  would  not 
be  great,  particularly  at  the  present  time. 

It  is  in  this  context  that  we  support  the  objectives  of  the  proposed  amendment 
to  H.R.  1287.  It  could  make  the  sanctions  program  more  effective  by  encouraging 
stricter  compliance  on  the  part  of  other  countries.  However,  the  potential  extra- 
territorial application  of  the  investigatory  powers  conferred  by  the  amendment 
could  pose  ti'ade  and  administrative  problems  and,  in  some  cases,  be  impossible 
to  enforce.  Accordingly,  we  would  recommend  inclusion  in  the  Amendment  only 
of  those  provisions  requiring  that  a  certification  of  origin  with  respect  to  im- 
l)orts  of  steel  mill  products  containing  chrome  be  filed  with  the  Secretary  of  the 
Treasury. 

In  your  letter  you  asked  in  particular  for  our  comments  on  the  anticipated 
effect  of  the  amendment  on  United  States  trade  and  commerce  with  other  nations. 
If  the  intent  of  the  amendment  is  followed  in  its  application,  we  do  not  believe 
its  passage  would  be  at  all  detrimental  to  our  trade  and  commerce  with  other 
nations,  given  that  most  of  them  support  the  UN  sanctions  program  against 
Southern  Rhodesia. 

The  Office  of  Management  and  Budget  advises  that  from  the  standpoint  of 
the  Administration's  program  there  is  no  objection  to  the  submission  of  this 
report. 
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Letter  From  Richard  R.  Albrecht,  General  Counsel,  Department 
OF  THE  Treasury,  Commenting  on  Draft  Amendment  to  H.R.  1287, 
May  2,  1975 

Dear  Mr.  Chairman  :  Reference  is  made  to  your  request  for  the  views  of  this 
Department  on  H.R.  1287,  a  bill  "To  amend  the  United  Nations  Participation  Act 
of  194.3  to  halt  the  importation  of  Rhodesian  chrome",  as  amended  by  the  Sub- 
committee on   International  Organizations  of  your  Committee. 

The  first  section  of  H.R.  1287  would  amend  section  5(a)  of  the  United  Nations 
Participation  Act  of  1945  to  provide  that  section  10  of  the  Strategic  and  Critical 
Materials  Stock  Piling  Act  (the  "Byrd  Amendment"),  which  prohibits  the 
President  from  preventing  strategic  and  critical  materials  from  being  imported 
from  non-Communist  countries  as  long  as  such  material  is  allowed  to  be  im- 
ported from  Communist  countries,  shall  not  apply  to  prohibitions  or  regulations 
established  under  such  section  of  the  United  Nations  Participation  Act.  The 
effect  of  this  amendment  would  be  to  repeal  the  "Byrd  Amendment"  only  with 
respect  to  those  products  which  are  affected  by  section  5(a)  of  the  United 
Nations  Participation  Act,  thus  prohibiting  the  entry  of  Rhodesian  chrome. 

The  .second  section  of  the  bill,  added  by  the  amendment  of  the  Subcommittee, 
would  require  a  certificate  of  origin,  certifying  that  a  shipment  of  any  steel  mill 
product  containing  chromium  does  not  contain  chromium  of  Southern  Rhodesian 
origin,  to  be  filed  with  the  Secretary  of  this  Department  before  such  shipment 
may  be  released  from  customs  custody  for  entry  into  the  United  States.  The 
Secretary  would  also  be  authorized  to  refuse  entry  upon  a  determination  that 
such  certificate  does  not  adequately  establish  that  a  steel  mill  product  contains 
no  Southern  Rhodesian  chrome.  Section  2  would  also  enable  the  Secretary  of  this 
Department  to  investigate  the  accuracy  of  any  certificate  of  origin. 

This  Department  supports  the  objective  of  the  first  section  of  the  bill.  How- 
ever, difficulties  in  enforcement  of  the  certification  requirements  of  section  2 
might  arise  which  would  result  in  undesirable  trade  consequences  for  the  United 
States.  Section  2  would  provide  for  investigation  of  certificates  of  origin  in 
those  cases  in  which  the  validity  of  such  certificates  is  suspect.  Such  investigations 
for  the  most  part  would  necessarily  be  conducted  in  the  country  of  origin.  Al- 
though in  most  cases  the  certifying  agency  would  conduct  the  investigation  and 
inform  this  Department  of  its  results,  in  some  instances  a  joint  investigation  con- 
ducted by  the  certifying  agency  and  this  Department  might  be  required.  It  is 
possible  that  some  nations  would  refuse  to  permit  such  joint  investigation  on 
grounds  of  national  policy  or  law,  thus  forcing  the  Department  to  prohibit  all 
imports  of  steel  mill  products  containing  chromium  from  such  nations.  Such  pro- 
hibitions of  imports  could  substantially  interfere  with  procurement  by  the  United 
States  of  affected  steel  mill  products  from  a  number  of  foreign  countries.  The 
Department  questions  whether  the  objectives  to  be  obtained  by  section  2  of 
H.R.  1287  would  outweigh  these  potentially  adverse  consequences. 

In  view  of  the  above,  this  Department  believes  that  the  amendment  to  H.R. 
1287  would  be  unworkable,  since  it  could  only  be  effectively  enforced  at  the 
risk  of  jeopardizing  our  trade  relations  with  other  countries. 

The  Department  has  been  advised  by  the  Office  of  Management  and  Budget 
that  there  is  no  objection  from  the  standpoint  of  the  Administration's  program 
to  the  submission  of  this  report  to  your  Committee. 
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Letter  From  Karl  E.  Bakke,  General  Counsel,  Department  or 
Commerce,  Commenting  on  Draft  Amendment  to  H.R.  1287, 
May  5,  1975 

Dear  Mr.  Chairman  :  This  is  in  response  to  your  request  for  Department  of 
Commerce  views  on  H.R.  1287,  a  bill  "To  amend  the  United  Nations  Participa- 
tion Act  of  1945  to  halt  the  importation  of  Rhodesian  chrome.' 

This  bill  would,  in  effect,  repeal  the  application  of  the  Byrd  Amendment  (Sec- 
tion 10  of  the  strategic  and  Critical  Materials  Stockpiling  Act)  which,  as  of 
January  1,  1972,  voided  the  U.S.  prohibition  on  imports  of  strategic  and  critical 
materials  (principally  chrome)  from  Rhodesia.  In  addition,  the  bill  includes  a 
provision  which  would  further  prohibit  the  importation  into  the  U.S.  of  any  .steel 
mill  product,  regardless  of  source,  containing  chrome  of  Rhodesian  origin. 

The  i.ssues  posed  by  this  bill  have  deep  roots  in  this  nation's  foreign  policy.  The 
President  indicated  in  his  State  of  the  World  address  on  April  10  that  we  are 
developing  closer  relations  with  Africa.  The  United  States  failure  to  fully  adhere 
to  the  United  Nations  sanctions  against  Rhodesia  is  an  impediment  to  such  im- 
provement. Also,  as  the  world's  largest  trading  nation,  the  United  States  is  a 
beneficiary  of  many  commercial  advantages  resulting  from  international  agree- 
ments concluded  with  other  governments.  Our  ability  to  encourage  observance  of 
obligations  freely  assumed  toward  us  by  other  governments  could  be  affected  l)y 
failure  of  the  United  States  to  observe  its  own  obligations. 

For  these  and  other  reasons  reflecting  a  careful  evaluation  of  our  foreign  policy 
interests,  the  Administration  supports  H.R.  1287  which  would  halt  the  importa- 
tion of  Rhodesian  chrome.  The  comments  set  forth  below  on  the  economic  impli- 
cations of  the  liill  should  be  seen  in  this  broad  context. 

There  are  three  types  of  chrome  ore — metallurgical,  refractory  and  chemical. 
Metallurgical  grade  is  by  far  the  principal  type,  accounting  for  some  two-thirds 
of  the  total  v/orld  production.  The  bulk  of  the  chrome  ore  mined  in  Rhodesia  is 
metallurgical  and  this  letter  focuses  on  that  grade. 

The  U.S.  is  totally  dependent  on  imports  for  new  supplies  of  chrome,  which  is 
an  essential  raw  material  of  the  steel  indu-stry.  The  major  chrome-bearing  prod- 
ucts include  stainless  steels,  structural  and  engineering  steels,  tool  and  die  steels, 
and  many  alloy  steels ;  these  are  used  to  a  great  extent  by  the  transportation, 
energy  and  chemical  sectors  of  the  economy.  In  the  three  years  since  the  P>yrd 
Amendment  became  effective,  U.S.  demand  for  chrome  on  the  basis  of  contained 
metal  in  ore  and  imported  ferroalloys  was  met  by  average  yearly  imports  of  303 
thousand  tons,  strategic  stockpile  releases  of  18  thousand  tons  and  withdrawls 
from  industry  inventories  of  47  thousand  tons.  The  principal  foreign  suppliers 
and  their  share  of  U.S.  imports  over  these  three  years  were :  USSR  (379'c ),  South 
Africa  (19%  ),  Rhodesia  (15%  ),  and  Turkey  (13%). 

Rhodesia  has  been  a  significant  supplier  to  the  world  market.  U.S.  chrome 
imports  from  sources  other  than  Rhodesia  could  be  increased  to  offset  the  loss 
of  Rhodesia  as  a  supplier,  but  elimination  of  access  to  Rhodesian  chrome  can 
be  increased  to  off.set  the  loss  of  Rhodesia  as  a  supplier,  but  elimination  of  access 
to  Rhodesian  chrome  can  reasonably  be  exjiected  to  result  in  a  higher  world  price 
structure  of  chrome  than  might  otherwise  obtain.  The  state  of  world-wide  and 
U.S.  demand  will  also  have  considerable  influence  on  the  price  of  chrome. 

There  are  other  factors  which  .should  be  taken  into  consideration  in  evaluat- 
ing the  implications  for  the  U.S.  economy  of  the  withdrawal  of  chrome  sup- 
plies from  Rhodesia,  these  include  the  following:  d)  Authorized  disposals  from 
the  strategic  stockpile  ceased  as  of  mid-1974:  additional  withdrawals  from  the 
stockpile  would  be  subiect  to  Congressional  authorization,  (b)  Domestic  industry 
inventories  as  reported  at  the  end  of  1974  were  at  the  lowest  levels  in  the  past 
fifteen  years,  (c)  Domestic  demand  for  chrome  may  be  expected  to  increase  with 
the  predicted  general  turnaround  of  industrial  production  later  this  year,   (d) 
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Shifting  to  alternate  sources  of  supply  might  he  difficult  and  costly  because  of 
the  possible  need  to  adjust  production  processes  and  to  establish  new  trade 
patterns  in  tliG  face  of  forward  commitments  by  existing  suppliers. 

In  reinstating  the  U.S.  embargo  on  imports  of  chrome  from  Rhodesia.  H.R. 
1287  would  add  to  the  original  U.S.  embargo  a  further  restriction  on  the  im- 
portation from  any  country  of  steel  mill  products  containing  chrome  of  Rho- 
desian  origin.  This  prohibition  would  be  administered  by  requiring  countries 
exporting  steel  mill  products  to  the  U.S.  to  provide  adequate  evidence  that  such 
products  do  not  contain  Rhodesian  chrome.  We  understand  that  it  is  not  tech- 
nically possible  to  determine  iudei>endently  the  country  of  origin  of  chrome 
contained  in  steel  mill  products  at  the  point  of  import  of  such  products.  Com- 
panies making  chrome-bearing  steel  may  mix  chrome  from  various  sources  in 
maliing  their  steels.  If  they  use  purchased  ferrochrome  it  would  be  impossible 
for  them  to  determine  the  origin  of  the  original  ores  used  in  making  the 
ferrochrome. 

Thus,  the  Secretary  of  the  Treasury  could  be  placed  in  a  dilemma.  If  he 
accepted  at  face  value  any  certification  presented  by  importers  of  steel  mill 
products,  he  would  have  no  objective  basis  on  which  to  determine  whether  or 
not  such  products  did  in  fact  contain  chrome  of  Rhodesian  origin.  On  the  other 
hand,  if  he  sought  to  look  behind  the  certification  and  imposed  on  the  importer 
the  burden  of  proving  to  his  satisfaction  that  the  imported  steel  mill  products 
did  not  contain  chrome  of  Rhodesian  origin,  it  would  place  a  burden  on  the 
importer  which  in  most  instances  the  importer  would  be  unable  to  meet.  This 
could  result  in  denying  entry  of  chrome-bearing  steel  mill  products,  irrespec- 
tive of  whether  or  not  they  contained  chrome  of  Rhodesian  origin,  and  might 
well  expose  the  U.S.  to  charges  of  erecting  a  nontariff  barrier. 

We  hope  these  comments  will  prove  helpful  to  the  Committee  in  its 
deliberations. 

The  Office  of  Management  and  Budget  has  advised  that  there  is  no  objection  to 
presentation  of  this  report  from  the  standpoint  of  the  Administration's  program. 
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